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APPLICATION 


BY ALBERTA AND SOUTHERN GAS CO. LTD. 
FOR A PERMIT AUTHORIZING THE REMOVAL 
OF GAS FROM THE PROVINCE OF ALBERTA 


BEFORE: 
THE OIL AND GAS CONSERVATION BOARD 


IN THE MATTER OF ''The Gas Resources 
Preservation Act, 1956''; and 


IN THE MATTER OF an Application by Alberta 
and Southern Gas Co. Ltd. for a permit 


authorizing removal of gas from the Province 
of Alberta. 


AcPePobh. dvGiAl TeliO N 


Alberta and Southern Gas Co. Ltd. (hereinafter called "the 
Applicant'') hereby applies, in accordance with the provisions of 'The 
Gas Resources Preservation Act, 1956", for a permit authorizing the 
removal of gas from the Province of Alberta in the quantities and in the 
manner hereinafter set forth, such removal of gas to take place over a 
twenty-five year period. 

In support of the within Application the Applicant says: 

i THAT the Applicant is a body corporate incorporated under the 
provisions of ''The Companies Act" being Chapter 53 of The Revised 
Statutes of Alberta, 1955, and has the power, inter alia, to acquire, 
process, transmit, transport and sell gas. 

2. THAT the Applicant has entered into contracts, options, obli- 
gations, and other arrangements with producers of natural gas: within 
the Province of Alberta in sufficient volumes to meet delivery of the 


quantities of gas to be removed as hereinafter applied for. 
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oe THAT the said gas to be removed will be transported within 

the Province of Alberta through a proposed pipeline system to be con- 
_structed by The Alberta Gas Trunk Line Company Limited. 

4, (a) THAT The Alberta Gas Trunk Line Company Limited will 
deliver the said volumes of gas at a point in the vicinity of Coleman in 
the Province of Alberta (but in all events within the Province of Alberta) 
to a proposed 36-inch pipeline to be owned and operated by S & M Pipe- 
line Limited, a body corporate, incorporated by Special Act of the 
Parliament of Canada, being Chapter 77 of The Statutes of Canada, 1955, 
to be transported through the Crowsnest Pass passing near Fernie, Elko 
and Moyie, in the Province of British Columbia, to a point on the Inter- 
national Boundary between Canada and the United States of America in 
the vicinity of Kingsgate, British Columbia; 

(b) said pipeline of S & M Pipeline Limited to connect at the said 
point on the International Boundary with a proposed 36-inch pipeline to 
be owned and operated by Pacific Gas Transmission Company, a body 
corporate, incorporated under the laws of the State of California, one 
of the United States of America, such said proposed pipeline to traverse 
the State of Idaho, the State of Washington via Spokane and a point mid- 
way between Walla Walla and Pasco, the State of Oregon via Bend to a 
point on or near the Oregon-California border in the vicinity of Merrill, 
Oregon; 


(c) said pipeline of Pacific Gas Transmission Company to connect 
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at said Oregon-California border with a proposed 36-inch pipeline to 

be owned and operated by Pacific Gas and Electric Company, a public 
utility company, incorporated under the laws of the State of California 
aforesaid, such said pipeline to traverse the northern part of the said 
State of California in a southerly direction to connect with the existing 
integrated pipeline system of the said Pacific Gas and Electric Company 
in the vicinity of Antioch in the said State of California. 

a THAT the Applicant is prepared to sell gas to distributors for 
resale in communities adjacent to the above described pipelines in the 
Provinces of Alberta and British Columbia. 

6. (a) THAT the Applicant has entered into an agreement with Canadian- 
Montana Pipe Line Company, a body corporate, incorporated by Special 
Act of the Parliament of Canada, for the sale of 31 million cubic feet of 
gas per day at a 14.4 pounds per square inch pressure base (30 million 
cubic feet at a 14.73 pounds per square inch pressure base) to be deliver- 
ed at a point in the Province of Alberta near the International Boundary 
between the Province of Alberta and the State of Montana where the pro- 
posed system of The Alberta Gas Trunk Line Company Limited terminates 
and thence transported from a point of interconnection with the pipeline 

of The Alberta Gas Trunk Line Company Limited by a proposed pipeline 
to be owned and operated by Canadian-Montana Pipe Line Company to a 
point on the said International Boundary where the said gas will be sold 


and delivered by Canadian-Montana Pipe Line Company to The Montana 
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Power Company, a body corporate, incorporated under the laws of the 
State of New Jersey, one of the United States of America, which said 
company carries on the business of, inter alia, distributing gas in the 
State of Montana. The said gas will be transported from the point of 
interconnection with the pipeline of Canadian-Montana Pipe Line 
Company on the said International Boundary by a proposed pipeline to 
be owned and operated by The Montana Power Company traversing the 
State of Montana in a southeasterly direction to connect with the exist- 
ing integrated pipeline system of The Montana Power Company, 

(b) THAT the Applicant proposes to have transported an average 
daily volume of approximately 429 million cubic feet of the gas ata 
14,4 pounds per square inch pressure base (420 million cubic feet at 
a 14.73 pounds per square inch pressure base) through the system of 
The Alberta Gas Trunk Line Company Limited for delivery toS & M 
Pipeline Limited, for Aaa from the Province of Alberta and (except 
for volumes consumed in British Columbia) for sale and delivery to 
Pacific Gas Transmission Company where its pipeline connects with 
that of S & M Pipeline Limited in the vicinity of Kingsgate, British 
Columbia. 

(c) THAT Pacific Gas Transmission Company will transport the 
said gas to the point where its pipeline connects with that of the Pacific 


Gas and Electric Company aforesaid at or near the Oregon~-California 
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border in the vicinity of Merrill, Oregon, where the said gas will be 
sold and delivered to the said Pacific Gas and Electric Company, It 

is expected that one-half of said gas will be sold to the Southern 
California Gas Company and the Southern Counties Gas Company of 
California. 

ds THAT the average daily gas volumes to be handled in the export 


project herein described are as follows: 


M“cf/Day at 14.73 M“cf/Day at 14,4 
pounds per square pounds per square 


inch pressure base inch pressure base 


Total volume of gas to be 
removed from Province of 450 (daily average) * 460 (daily average) 
Alberta 490 (daily maximum) 500 (daily maximum) 


Gas to be sold and delivered 
by Applicant to the Canadian- 
Montana Pipe Line Company 30 on 


Gas to be delivered by Appli- 

cant to S & M Pipeline Limit- 

ed at or near the Alberta- 

British Columbia Boundary 42.0 429 


Gas to be sold and delivered 

by Applicant to local distribu- 

tors for resale in Province of 

British Columbia, and line 

loss and compressor fuel for 

S & M Pipeline Limited 4 4 


Gas to be sold and delivered 

by Applicant to Pacific Gas 

Transmission Company at 

the International Boundary 416 425 
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Mécf/Day at 14.73 M“cf/Day at 14.4 
pounds per square pounds per square 


inch pressure base inch pressure base 


Estimated quantity of gas to 

be sold and delivered by 

Pacific Gas Transmission 

Company to local distributors 

for resale in States of Idaho, 

Oregon and Washington, and 

line loss and compressor fuel 

for Pacific Gas Transmission 

Com pany fe) 13 


Gas to be sold and delivered 

by Pacific Gas Transmission 

Company to Pacific Gas and 

Electric Company 403 412 
Line loss and compressor fuel 

for Pacific Gas and Electric 


Company 3 3 


Gas delivered at Antioch, 
California terminal 400 409 


Operations are expected to commence in 1960, and it is contemplated that 
the gas will be taken at a 100% annual load factor. 
* The figure 460 is a daily average figure. To meet annual load 

factor of 100% it will be necessary on some days to exceed the 

daily average and accordingly the maximum daily volume applied 

for is 500 million cubic feet at 14.4 pounds per square inch 

pressure base. 
8. THAT the Applicant has entered into an agreement with Canadian 
Western Natural Gas Company Limited and Northwestern Utilities, Limited, 
both of which companies are proprietors of public utilities engaged in the 
distribution of gas within the Province of Alberta, whereby the said utility 


companies are given a priority to purchase gas from the Applicant to meet 


their domestic, commercial and estimated industrial requirements. 
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WHEREFORE the Applicant applies for a Permit authorizing the 
removal from the Province of Alberta of: 

(a) an average daily volume of 460 million cubic feet of gas at a 14.4 
pounds per square inch pressure base (450 million cubic feet at a 14.73 
pounds per square inch pressure base) as follows, 

(1) 429 million cubic feet at a 14.4 pounds per square inch 
pressure base (420 million cubic feet at a 14.73 pounds 
per square inch pressure base) of which, except for 
minor volumes of gas for communities en route, is for 
ultimate consumption within the State of California, 

(2) 31 million cubic feet at a 14.4 pounds per square inch 
pressure base (30 million cubic feet at a 14.73 pounds 
per square inch pressure base) of which is for ultimate 
consumption within the State of Montana; 

(b) not more than 500 million cubic feet of gas at a 14.4 pounds per 
square inch pressure base (490 million cubic feet ata 14.73 pounds per 
square inch pressure base) in any one day; 

(c) not more than 167.9 billion cubic feet of gas at a 14.4 pounds per 
square inch pressure base (164.25 billion cubic feet at a 14.73 pounds per 
square inch pressure base) in any consecutive 12-month period; 

(d) not more than 4, 2 trillion cubic feet of gas at a 14.4 pounds per 


square inch pressure base (4.11 trillion cubic feet at a 14.73 pounds per 
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square inch pressure base) during the 25-year period for which such 


Permit is sought. 


DATED at the City of Calgary in the Province of Alberta this 


18th day of October, A.D. 1957, 
ALBERTA AND SOUTHERN GAS CO, LTD. 


Per: Ci fro n> 
resident. 
All notices or other communications to the Applicant may be 
sent or delivered toR. A. MacKimmie, Q.C., 436 Lougheed Building, 


Calgary, Alberta. 


JUGE 


The Chairman, 

The Oil and Gas Conservation Board, 
5th Avenue and 5th Street West, 
Calgary, Alberta. 


renee hai 
ye a ; ia 


af - 

aids sI79dlA lo sonivortd ed? af yreglsD Yo yHO ont te a3Taq ~ oF 

) 
T2el ..A ,tadotsO to ysb 38. 


TL .OD 2AD MAGHTUO2 GMA ATARAIA 


: 
—~fp——, -_ 
SMC nar pf (t } ‘rad 
Oe » a a en ee 
iaeahinasw eee j 
6444 3231 2D ; 
‘ 
sd ven jasoi! ? 


qgA sat oF anolisoinus mimos tenio To aeoitom NA 


‘gublivd beetqual d€@ ,.0.Q ,sitnmitssM iA .A od be¥evileb 70 s608 
. ‘vetisdtA oe 
|S re 


mea cers ted eat 
»fis0d notisvisenoD asd bas ey a ; 
<TeOW tee+te dé bas sure ee 


bnaghad 


BttediA eer y nite 
| Wactunen 


® 


Pas fits 
7; 


a Thea Hier 


— te 


es 


oi 


hs 7 


Hearing Noss 2she aioe eee 


EADIE NOsoe tote rete ee ae ee 


CONTRACT BETWEEN ALBERTA AND SOUTHERN GAS 

CO. LTD. AND CANADIAN WESTERN NATURAL GAS 

COMPANY LIMITED AND NORTHWESTERN UTILITIES, 
LIMITED. 


ALBERTA AND SOUTHERN GAS CO. LTD. 
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CANADIAN WESTERN NATURAL GAS 
COMPANY LIMITED Qrrtes Wa ale issels ay 


NORTHWESTERN UTILITIES, LIMITED te Oss SRE 


EDMONTON, ALBERTA 


August 9, 1957. 


Alberta and Southern Gas Co., Ltd., 
Calgary, Alberta. 


Dear Sirs: 


These companies propose to execute the agreement with you 
of even date, on the understanding that it will be revised in the event 
of it being determined by agreement or the direction of constituted 
authority, that the purchasers of natural gas for distribution in Alberta 
shall receive a price differential as compared with the price paid for 


gas to be exported from the Province. 


CANADIAN WESTERN NATURAL 
GAS C 


Per 


Per 


President 
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ALBERTA AND SOUTHERN GAS CO. LTD. 


- and - 


CANADIAN WESTERN NATURAL GAS COMPANY LIMITED 


NORTHWESTERN UTILITIES, LIMITED 


AG RE Ee MENT 
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THIS AGREEMENT madethis 77K day of August 1957, 
by and between ALBERTA AND SOUTHERN GAS CO, LTD., a 
corporation, hereinafter called "Gas Company," and CANADIAN 
WESTERN NATURAL GAS COMPANY LIMITED, a corporation, 
and NORTHWESTERN UTILITIES, LIMITED, a corporation, herein- 


after called "Alberta Utilities," 


DW LD IN Puce nisin aba 

WHEREAS Gas Company proposes to purchase natural gas 
within the Province of Alberta for export from said Province and 
ultimate transportation to the State of California and to apply as soon 
as practicable to the Oil and Gas Conservation Board of Alberta for 
a permit to export from the Province a minimum of about 400 million 
cubic feet of natural gas per day, and for such purposes to procure 
such other permits, certificates and authorizations as may be 
required under applicable laws and regulations; and 

WHEREAS Alberta Utilities are public utility corporations 
engaged in the natural gas business within the Province of Alberta; 
and 

WHEREAS the parties hereto recognize that Alberta 


Utilities shall have priority as to the gas supplies of Gas Company 
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to the extent that the gas supplies of Alberta Utilities are in- 
sufficient to meet their natural gas requirements, and desire tc 
make reciprocal sales of gas, and to co-operate with each other, 
all as hereinafter set forth; and 

WHEREAS Gas Company proposes to enter into gas trans- 
portation Banteay with its related company, Alberta and Southern 
Transmission Co, Ltd. and may enter into such contracts with other 
gas pipe line companies, and Alberta Utilities propose to use their 
gas pipe line facilities and may enter into gas transportation contracts 
with gas pipe line companies to the end that each of the parties hereto 
shall be able to perform its obligations herein contained. 

NOW, THEREFORE, it is hereby agreed as follows: 

ARTICLE I - PURCHASE OF ANNUAL VOLUMES OF 

GAS BY ALBERTA UTILITIES 

1. Gas Company shall sell and deliver to Alberta Utilities 
and Alberta Utilities shall purchase and take from Gas Company such 
annual and maximum daily volumes of natural gas as may from year 
to year be requested at least one year in advance by Alberta Utilities 
and agreed to by Gas Company. In arriving at such agreement, con- 
sideration will be given to: (1) Alberta Utilities' agreement to take 
such gas at as high a load factor as practicable; (2) the annual 


market requirements of Alberta Utilities; and (3) the other sources 
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of supply available to Alberta Utilities. Provided, however, such 
annual volumes shall in no event be less than the annual volumes 
Alberta Utilities shall elect to purchase at not less than seventy 
percent (70%) annual load factor; and provided further, that such 
annual volumes shall in no event exceed the volumes required by 
Alberta Utilities to meet the annual requirements of their custo~ 
mers referred to in section (a) of paragraph 1 of Article II and 
the annual requirements of their customers referred to in section 
(b) of paragraph 1 of Article Il up to the annual quantities set 
forth in Schedule "A" annexed hereto and hereby incorporated 
herein after first making reasonable use of their other sources 


of supply. 


2. Ifthe parties should fail to agree upon such volumes 
within the limitations expressed in the foregoing provisos, such 
volumes shall be determined by arbitration, in the manner here-~ 


inafter provided, within the said limitations. 


3. Alberta Utilities shall pay Gas Company for all such 
gas purchased by them a price equal to the weighted average 
field price paid by Gas Company in the Province of Alberta for 
natural gas in the month such gas is delivered, plus an appropriate 


transmission charge. 
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ARTICLE It - PURCHASE OF ADDITIONAL GAS 
BY ALBERTA UTILITIES 


1, Gas Company shall sell and deliver to Alberta Utilities 
such additional quantities of gas as Alberta Utilities shall require while 
they are making maximum use of their other sources of supply to the 
extent that their then existing facilities permit, including gas referred 
to in Article I, if any, in order to meet: 

(a) the actual natural gas requirements of their domestic, 

commercial, and small industrial customers and 

(b) the estimated maximum daily natural gas requirements 

for their large industrial customers shown on Schedule 
TALS 
“Large industrial customer" shall mean any customer whose average 
consumption of natural gas exceeds 500 Mcf/day. All other customers 
shall be considered domestic, commercial, or small industrial. 

2. The estimated daily and annual requirements shown on 
Schedule '"A'™ shall be revised as appropriate by Alberta Utilities and 
Gas Gompany prior to or during the hearing of any application of Gas 
Company to the Oil and Gas Conservation Board to increase the volume 
of gas covered by its permit or permits to export gas from Alberta then 
in effect; provided, however, that no such revised estimate shall be 
applied retroactively if such application of such estimate could operate 
to decrease the volume of gas which Gas Company may export under its 


said export permit or permits then in effect; and provided further that 
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in revising any such estimate Alberta Utilities shall not be required to 
reduce such estimate below the volumes shown on any earlier estimate. 

3. Gas Company shall sell said additional gas to Alberta 
Utilities from any source of natural gas supply within the Province of 
Alberta which it owns or has available to it under contract. 

4, Whenever Alberta Utilities desire to purchase additional 
gas they shall give reasonable notice to Gas Company specifying the 
time and volume required. Gas Company shall not be obligated to 
install or cause to be installed or enlarge or cause to be enlarged pipe- 
lines or compressor facilities to make any such deliveries. Alberta 
Utilities shall have only the obligation to install such facilities as are 
required to take such additional gas to their market areas from points 
at which Gas Company can make such gas available. 

5. Alberta Utilities shall pay Gas Company for all additional 
gas purchased by them, at ae option of Alberta Utilities, either (a) 1.3 
times the weighted average field price paid by Gas Company in the 
Province of Alberta for natural gas in the month the additional gas is 
delivered, plus an appropriate transmission charge, or (b) 1.3 cubic 
feet of gas for each cubic foot of additional gas purchased (such payment 
gas to be delivered at the mutual convenience of the parties). 

6. All contracts made by Gas Company for the export of gas 
from the Province of Alberta shall be subject to the foregoing obligations 


in favor of Alberta Utilities. 
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ARTICLE IIL - SALES OF GAS BY ALBERTA UTILITIES 
TO GAS COMPANY 

1. Prior to the first hearing before the Oil and Gas Conser= 
vation Board for a permit for Gas Company to export gas from the 
Province of Alberta, the parties hereto shall estimate the daily volume 
of gas, if any, hereinafter called "firm gas," which Alberta Utilities 
will be able and willing to sell and deliver to Gas Company and which 
Gas Company will be able and willing to buy and take from Alberta 
Utilities. 

2. After such initial estimate of firm gas has been made 
Alberta Utilities and Gas Company shall enter into a contract for the 
sale and purchase of firm gas, under terms and conditions correspond- 
ing to those contained in gas purchase contracts made by Gas Company 
for purchase of gas in Alberta prior to said hearing. At any time after 
the commencement of deliveries of firm gas the parties hereto may 
agree to increase or decrease the daily contract volume of firm gas, 
and either party shall have the right, upon three (3) years’ written 
notice to the other, to make a unilateral reduction in the daily contract 
volume of firm gas. 

3. Gas Company shall pay Alberta Utilities for firm gas 
purchased by it the weighted average price paid by Gas Company to 
producers of natural gas in the Province of Alberta for gas purchased 


under the same terms and conditions (including quality, pressure and 
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load factor) in the month such gas is delivered, plus an appropriate 
transmission charge. 

4. In addition to firm gas, Alberta Utilities shall sell and 
deliver and Gas Company shall buy and receive such additional volumes 
of natural gas as may be tendered by Alberta Utilities see as Gas 
Company may be able to take and beneficially use without risking in- 
ability to meet purchase obligations contained in its other gas purchase 
contracts. Gas Company shall pay to Alberta Utilities for such gas 
the weighted average field price paid by Alberta Utilities for all gas 
purchased by them in the month such gas is delivered, plus an 
appropriate transmission charge, 

5. The obligations of Alberta Utilities respecting entry into 
any contract for the sale of gas as provided in paragraph 2 of this 
Article Ill or respecting any sale of gas as provided in paragraph 4 of 
this Article III shall not become effective or binding upon Alberta 
Utilities unless and until any such contract or sale shall have been 
approved by The Board of Public Utility Commissioners of the Province 
of Alberta. 

6. Notwithstanding anything to the contrary contained herein, 
Gas Company shall not be obligated under this Article III] to purchase 
any volume of natural gas from Alberta Utilities if such purchase would 
bring into operation any favored nations clause affecting any gas 


purchase cgntract between Gas Company and any producer of gas within 
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the Province of Alberta. 
ARTICLE IV - INTERCONNECTION AND RECIPROCAL 
TRANSMISSION SERVICE 
The parties hereto will mutually agree as to points of 
delivery and will provide transmission service for each other to the 


extent that they control facilities with capacity available for such 


service, An appropriate charge shall be paid for such service. 


ARTICLE V - CO-OPERATION 

The parties will consult with each other in the planning of 
the facilities which are needed to give effect to this eae ent with 
the ultimate objective of assuring that the facilities of each party 
and the gas reserves of the Province of Alberta are utilized as 


efficiently as possible. 


ARTICLE VI - TERM 

This agreement shall be effective from the date hereof and 
shall continue for the term of the export permit and any supplements 
thereof and extensions thereto obtained by Gas Company from the Oil 


and Gas Conservation Board, 


ARTICLE VI - ARBITRATION 
Any dispute or difference of interpretation concerning this 


contract which cannot be settled by mutual accord between the parties 
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shall be submitted to and settled by arbitration. If the parties 
hereto are unable to agree on any matter, where, under any provision 
of this contract, mutual agreement between the parties as to such 
matter is contemplated as being necessary for the implementation of 
the contract, then such matter shall be submitted to and settled by 
arbitration, Alberta Utilities shall be deemed to be one party. Any 
such dispute or difference or matter shall be referred to a single 
arbitrator if the parties agree upon one, or otherwise to three 
arbitrators, one to be appointed by each party and a third arbitrator 
to be appointed by the first two named arbitrators in writing, or, if 
they cannot agree, within seven (7) days after the date of the appoint- 
ment of the last appointment of the two arbitrators, by a Judge of the 
Supreme Court of Alberta, If either party shall refuse or neglect 

to appoint an arbit rator within fourteen (14) days after the other party 
shall have appointed an arbitrator, and shall have served a written 
notice upon the first mentioned party requiring such party to make 
such appointment, then the arbitrator first appointed shall, at the 
request of the party that appointed him, proceed to hear and determine 
the matters in difference as if he were a single arbitrator appointed 
by both parties for the purpose, and the award or determination which 
shall be made by the said arbitrators or the majority of them or by the 
said arbitrator shall be final and binding upon the parties hereto, In 


all other respects the provisions of The Arbitration Act of the Province 
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of Alberta, or any act passed in amendment thereof or substitution 
therefor, shall apply to each such submission. Operations under 
this contract shall continue, without prejudice, during the pendency 


of such arbitration. 


ARTICLE VIII - INTERPRETATION 
This contract shall be construed and enforceable in accord-~= 


ance with the laws of the Province of Alberta, 


ARTICLE IX ~- CONDITIONS 

This agreement and the rights and obligations of the parties 
hereunder are subject to the parties procuring all permits, certificates 
and other authorizations required under applicable laws and regulations 
for their respective purposes and to all present and future laws, 
regulations and orders of duly constituted authorities having jurisdiction 


in the premises. 


ARTICLE X - NOTICES 

Every request, notice, and appointment provided for in this 
Agreement shall be directed to the party to whom the same is to be 
made, given or delivered and shall be sufficiently made, given or 
delivered if mailed by fully pre-paid registered post in an envelope 


addressed to such party as follows: 
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Gas Company: The Secretary, 

Alberta and Southern Gas Co, Ltd., 

Natural Gas Building, 

140 Sixth Avenue Se W. r) 

Calgary, Alberta. 
Alberta Utilities: Canadian Western Natural Gas Company Limited, and 

Northwestern Utilities, Limited, 

c/o The Secretary, 

Canadian Western Natural Gas Company Limited, 

Natural Gas Building, 

140 Sixth Ave.S.W., 

Calgary, Alberta. 
or if delivered by hand to the Secretary for the time being of Alberta 
and Southern Gas Co. Ltd, for Gas Company and to the Secretary for 
the time being of Canadian Western Natural Gas Company Limited for 
Alberta Utilities, Such request, notice, or appointment, if mailed 
as aforesaid,shall be deemed to have been made, given or delivered 
on the day next following two clear days after the day on which the 
same shall have been so mailed in a post office in either the city of 


Calgary or the city of Edmonton, Any party may change its address 


by written notice to the other party. 


ARTICLE XI - ASSIGNMENT 
This agreement shall bind and inure to the respective 


successors and assigns of the parties hereto, but no assignment by 
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any party hereto shall be effective without the written consent of 


all other parties hereto. 


IN WITNESS whereof this agreement has been executed 


by the parties as of the day and year first above written. 


ALBERTA AND SOUTHERN GAS CO, LTD. 


By 
s Attorney. \ 
CANADIAN WESTERN NATURAL GAS COMPANY LIMITED 
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SCHEDULE A 


Large Industrial Customers Large Industrial Customers 
Annual Requirements Maximum Day Requirements 
Year Billions of Cubic Feet Millions of Cubic Feet 
195% 31 114 
1958 ae Lig 
£959 36 137 
1960 4} BOG 
1961 45 Vel 
1962 AS 186 
1963 oo 198 
1964 mt 212 
1965 62 228 
1966 66 24] 
1967 70 257 
1968 74 272 
1969 78 281 
1970 81 293 
Lo? 1 85 302 
1972 88 314 
3 91 325 
1974 94 336 
1975 if 341 
1976 99 351 
1977 102 360 
1978 105 370 
1949 107 at9 
1980 110 388 
1931 112 Sie 
1982 115 401 
1983 Phe 409 
1984 120 420 
1985 122 428 
1986 125 436 
Total 2, 464 


py 


Lae es 

os _ 
it 
as (aur 
; ad Pa: 


i ony a Ma) 
exrecrosenO Isisteubnal sgtat ersmosaud Isixiewbal og tet De. 
sinew tivpeaA ys mivoatixeM ataseissiope [amma 7 
399% sidoudD to enoillliM jeod oiduld lo snotlia 


eA 8 tm 


{€ 
Set 
af 
Le 
ab 


2677d 


SCHEDULE A 


Large Industrial Customers Large Industrial Customers 
Annual Requirements Maximum Day Requirements 
Year Billions of Cubic Feet Millions of Cubic Feet 
1957 31 114 
1958 32 Pg 
IO 36 137 
1960 41 pea) 
1961 45 Le 
1962 45 186 
1963 53 198 
1964 St rag We 
1965 62 228 
1966 66 241 
1967 70 25. 
1968 74 oe 
1S Ao) 78 28] 
EU 81 293 
les angst 85 B02: 
1 Mgrs 88 314 
L735 91 S25 
1974 94 SiMe) 
1975 a4 341 
1976 99 351 
1977 102 360 
1978 105 370 
Lat9 107 at hs) 
1980 110 388 
1981 112 393 
1982 els 401 
1983 Lei, 409 
1984 120 420 
eens) boa 428 
1986 125 436 
Total 2, 464 
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The Alberta Gas Trunk Line Company Limited 


320-9T4 AVENUE WEST 
CAIL.GARY, ALBERTA 


November 29, 1957 


Alberta and Southern Gas Co. Ltd., 
140 Sixth Avenue S.W., 
CALGARY « 


Gentlemen: 


With respect to your recently filed application 
to the Oil and Gas Conservation Board for a permit to 
remove natural gas from the Province of Alberta, we have 
not made a detailed review of the design, capital cost 
estimates and operating cost estimates set forth therein 
tor the gas transmission facilities within Alberta but 
we are prepared to accept your engineers! design and 
cost estimates for the purpose of this application. 


If the Conservation Board grants your permit, 
Trunk Line will, as soon thereafter as necessary to 
meet the requirements of any governmental body having 
jurisdiction over any portion of your project, diligently 
prosecute an application under The Pipe Line pct for a 
permit to construct the necessary gas transmission 
facilities in Alberta. We reserve the right, however, 
to request in this application the adoption of such revised 
routes and facilities as may seem desirable at that time 
to serve not only your requirements but also the requirements, 
actual] or reasonably anticipated, of local and other export 
markets. 


If the said permit is granted to Trunk Line, 
we will forthwith enter into an appropriate gas transporta- 
tion contract with you on terms and conditions to be 
mutually agreed upon. 


We hereby consent to your use of this letter 
as an exhibit supporting your application before the 
Conservation Board, 


Yours very truly ; 


THE ALBERTA GAS TRUNK LINE COMPANY LIMITED 


(she Pe emia 


JetGe Mahatty, | 
General Manager. 
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GAS TRANSPORTATION CONTRACT 
ALBERTA AND SOUTHERN GAS CO. LTD. 
AND 
S & M PIPELINE LIMITED 


ALBERTA AND SOUTHERN GAS CO. LTD. 


GAS TRANSPORTATION CONTRACT 


a ea na 


ALBERTA AND SOUTHERN GAS CO. LTD. 
and 


S & M PIPELINE LIMITED 
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THIS GAS TRANSPORTATION CONTRACT made this 15th day of 
October se 


BETWEEN: 
ALBERTA AND SOUTHERN GAS Co. Lids; a body 
corporate, having an office and carrying on 
business in the City of Calgary, in the 
Province of Alberta, (hereinafter referred 
to as "Gas Company" } 
OF THE FIRST PART 
- and - 
S & M PIPELINE LIMITED, a body corporate, 
having an office and carrying on business 
in the City of Calgary, aforesaid, (here- 
inafter referred to as "Pipeline Company") 


OF THE SECOND PART 


Warr tN RSet Peer lt» Gila ep. 

WHEREAS Pipeline Company proposes to construct and 
operate a natural gas pipeline to transport gas from Alberta through 
British Columbia to the International Boundary, as part of a 
natural gas pipeline project (hereinafter called The Project) which 
has as its principal purpose the transportation of natural gas 
from Canada to the existing integrated transmission and distribution 
System of Pacific Gas and Electric Company, a California corporation 
(hereinafter referred to as P. G. and E.), in northern California; 


and 


WHEREAS the other participants in The Project are 
(1) Gas Company, (2) Alberta Gas Trunk Line Company Limited, an 


Alberta corporation (hereinafter called Trunkline) proposing to 
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transport gas in Alberta for the Project, (3) Pacific Gas Transmission 
Company, a California corporation proposing to purchase gas from 

Gas Company at the International Boundary and to transport the gas 
across Idaho, Washington and Oregon to California for sale and 


delivery to P. G and E., and (4) P. G. and E.; and 


WHEREAS Gas Company has contracts and will obtain addi- 
tional contracts for the purchase of natural gas from certain fields 
in the Province of Alberta and proposes to export the principal 


amount of such gas to California by means of The Project. 


NOW THEREFORE the parties agree as follows: 
1. DEFINITIONS 

For the purpose of this Contract the following words and terms 
are defined as follows: 

1.1 The word "dav" shall mean a period of twenty-four (24) con- 
secutive hours, beginning and ending at 8:00 o'clock a.m. Mountain 
Standard Time. 

1.2 The word ‘‘month" shall mean a period beginning at 8:00 
o'clock a.m. on the first day of a calendar month and ending at 
8:00 ofclock a.m. on the first day of the next succeeding calendar 
month. 

1.3 The word "gas" shall mean natural gas. 

1.4 The term “cubic foot" of gas shall mean that quantity of 
gas which, at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure of 14.73 pounds per square inch absolute, occupies one 
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1.5 The term "Mcf" shall mean one thousand (1,000) cubic feet of 
gas and shall be measured as set forth in paragraph 9 hereof. 

1.6 The term "BTU" shall mean British Thermal Unit. 

1.7 The term "gross heating value" shall mean the number of BTU's 


in a cubic foot of gas saturated with water vapor, 


1.8 The term "psig' shall mean pounds per square inch gauge. 


2. BASIC OBLIGATIONS AND CONDITIONS 

2.1 Before The Project can be constructed and operated, all 
permits, certificates and other authorizations required under appli- 
cable laws and regulations must be obtained. Both parties agree 
that they will proceed with diligence to procure such authorizations 
as may be necessary for performing their obligations hereunder and 
for their participation in The Project, including such authoriza- 
tions as may be required for any subsequent expansion of The Project. 

2.2 Pipeline Company agrees that upon the obtaining of all 
such necessary authorizations by all participants in The Project, 
it will proceed with diligence to construct, maintain and operate, 
in accordance with best pipeline eaeee sen a gas gathering and 
transmission system capable of transporting gas at rates of flow 
specified by Gas Company from the points of receipt designated in 
accordance with paragraph 5.1 to the points of delivery designated 
in accordance with paragraph 5.2. 

2.3 Gas Company agrees to pay Pipeline Company in accordance 
with the monthly cost of service basis provided for in paragraph le 
for the gas transportation service rendered hereunder. 

2.4 Pipeline Company agrees to charge its customers other than 
Gas Company, for any gas transportation service rendered to them, 


an equitable portion of its total cost of service. 
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3. TERM OF CONTRACT 


This Contract shall be effective from the date hereof and shall 
continue for as long as The Project is able to operate in such manner 


as to accomplish its principal purpose. 


4. QUANTITY OF GAS 


4.1 Gas Company shall have the right to deliver or cause to be 
delivered, and Pipeline Company agrees to receive and transport, 
for the account of Gas Company, daily volumes of gas up to the full 
capacity of Pipeline Company's pipeline pa ties. 

4.2 Pipeline Company agrees to deliver to Pacific Gas Trans- 
mission Company after transportation hereunder the same quantity 
of gas received from Gas Company, less such quantities of gas de- 
scribed in paragraphs 4.3 and 4.4 and less such quantities of gas 
(hereinafter called “off-line deliveries") delivered pursuant to 
orders of Gas Company upstream from the principal point of delivery. 

4.3 Gas Company will furnish gas to Pipeline Company for fuel 
and other company uses; and Pipeline Company will pay Gas Company 
each month, at the weighted average price paid by Gas Company for 
such gas during such month, for all gas used for fuel, other company 
uses, line losses and other unaccounted for gas including gas lost 
apeat ee explosion, fire or other calamity during such month. Any 
sums so paid to Gas Company shall be charged as reasonable and 
necessary gas operating expenses for the billing month. 

4.4 Gas Company will furnish to Pipeline Company such quantities 
of gas as may be required by Pipeline Company to purge and test 


newly constructed portions of its pipeline system. Pipeline Company 
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will pay Gas Company each month for all gas so used, and such payments 
shall be charged as reasonable and necessary costs of construction 
of said pipeline system. 

4.5 Gas Company and Pipeline Company shall notify each other 
from time to time, as necessary, of expected changes in the rates 
of delivery or receipt of gas, or in the pressures or other operating 
Conditions: and the reason for such expected changes, to the end 


that the other party may be prepared to meet them when they occur. 


>. POINTS OF RECEIPT AND DELIVERY 
dol Point of Receipt: The point of receipt for all gas to be 
transported by Pipeline Company for the account of Gas Company shall 
be at the junction of the pipelines of Trunkline and Pipeline 
Company at a location to be mutually agreed upon in the vicinity of 
Section 10, Township 8 N, 


Range 5, W of 5th Meridian, Province of Alberta 


2°< Points of Delivery; The principal delivery point for gas 
to be transported hereunder shail be at the junction of the pipe- 
lines of Pipeline Company and Pacific Gas Transmission Company 
located at the International Boundary between the Province of British 
Columbia and the State of Idaho. Secondary points for off-line 


deliveries may from time to time be designated by Gas Company. 


6. DELIVERY PRESSURE 
6.1 Gas Company agrees to deliver, or cause to be delivered, 
the gas to Pipeline Company at such pressure as Pipeline Company 


may require from time to time up to the maximum of either eight 
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hundred (800) pounds per square inch gauge or the maximum pressure 
that can be made available at the point of receipt with the then 
existing facilities, whichever is higher. 

6.2 Pipeline Company agrees to deliver the gas to Pacific Gas 
Transmission Company at such pressure as the latter may require 
from time to time up to the maximum of either seven hundred (700) 
pounds psig or the maximum pressure that can be made available at 
the principal point of delivery with the then existing facilities, 
whichever is higher. 

6.3 Pipeline Company agrees to deliver gas at secondary points 


of delivery at the pressure specified by Gas Company. 


7- QUALITY OF GAS 
7ol Quality Standards: The gas which Gas Company delivers or 
causes to be delivered to Pipeline Company for transportation here- 
under, and which Pipeline Company delivers at the direction of Gas 
Company, shall be merchantable gas, at all times complying with the 
following quality requirements: 
(a) Heating Value: The gas delivered hereunder shall have 
a gross heating value of not less than nine hundred and seventy-five 
(975) BTUs per cubic foot, unless otherwise specified by Gas Company. 
(>) Freedom from Objectionable Matter: The gas delivered 
hereunder; 
(1) Shall be commercially free from sand, dust, gums, 
crude oil, impurities and other objectionable substances which may 


be injurious to pipe lines or which may interfere with its trans- 


mission through pipe lines or its commercial utilization. 
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(2) Shall not have a hydrocarbon dew-point in excess 
of fifteen degrees (15°) Fahrenheit at pressures up to eight hundred 
(800) pounds per square inch gauge. 

(3) Shall not contain more than one (1) grain of 
hydrogen sulphide per one hundred (100) cubic feet. 

(4) Shall not contain more than ten (10) grains of 
‘total sulphur per one hundred (100) cubic feet. 

(5) Shall not contain more than two percent (2%) by 
volume of carbon dioxide. 

(6) Shall not contain more than four (4) pounds of 
water vapor per one million (1,000,000) cubic feet. 

(7) Shall not exceed one hundred and ten degrees 
(110°) Fahrenheit in temperature at the point of delivery. 

(8) Shall be as free of oxygen as it can be kept 
through the exercise of all reasonable precautions, and shall not 
in any event contain more than four-tenths percent (0.4%) by volume 
oxygen. 

f.2 Quality Tests 
(a) At the point of receipt or at such other points as 
may be mutually agreed upon Pipeline Company shall take gas 


Samples for determining the gross heating value of gas received 

for transportation hereunder. Such samples shall be tested by 
Pipeline Company utilizing a Cutler-Hammer recording calorimeter, 

or the equivalent, operated and maintained in accordance with General 
Order No, 58B, "Standards of Calorimetry for Gaseous Fuels," approved 
December 28, 1955, by the Public Utilities Commission of the State 


of California, or any subsequent revision thereof acceptable to both 
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parties, The gas samples to be tested shall be representative of 
the gas received hereunder at the time such samples are taken and 
may be either spot samples or samples taken over a period of time, 
Samples shall be taken at reasonable intervals by Pipeline Company. 
The gross heating value determined by any test shall apply to 
the gas received hereunder from the date the spot sample was taken 
or from the commencement date of a sample taken over a period of 
time, as the case may be, until the next test. The gross heating 
value per cubic foot of gas shall be determined for any month 
by taking the arithmetical average of the daily heating values 
as determined in accordance with this paragraph 7.2(a). 

(b) At the point of receipt or at such other points as 
may be mutually agreed upon Gas Company shall cause tests to 
be made to determine the total sulphur, hydrogen sulphide, 
mercaptan sulphur, carbon dioxide and oxygen content of the gas, 
by approved standard methods in general use in the gas industry, and 
to determine the water vapor content of such gas by the use of a 
dew-point apparatus approved by both parties. Tests shall be made 
frequently enough to assure that the gas is conforming continuously 
to the quality requirements. Pipeline Company shall have the right 
to require Gas Company to have remedied any deficiency of the gas 
in quality and, in the event such deficiency is not remedied, the 
Picht; in addition*to,.all "other remedies "available tositcbyhhaw; 
to refuse to accept such deficient gas ea transportation hereunder 
until such deficiency is remedied, 

(c) At the principal point of delivery the quality tests 


provided for in paragraph (b), above, shall be made by Pipeline 
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Company at its expense, frequently enough to insure that the gas is 
conforming continuously to the quality requirements. 
8. MEASURING EQUIPMENT 

BG. Glnstallation 

(a) At the point of receipt all gas volume measuring 
equipment, devices and materials shall be furnished, installed, 
maintained and operated by Pipeline Company at its expense. Gas 
Company and Trunkline may install and operate check measuring 
equipment provided it does not interfere with the use of Pipeline 
Company's equipment. 

(b) At each point of delivery Pipeline Company shall furnish, 
install, maintain and operate all gas volume measuring equipment, 
devices and materials if and as specified by Gas Company. 

3.2 Testing Meter Equipment: The accuracy of each party's 
measuring equipment shall be verified by test, using means and 
methods acceptable to the other party, at least once each month, 
or at such other interval as may be mutually agreed upon, and 
at other times upon request of the other party. Notice of the 
time and nature of each test shall be given by the party conducting 
the test to the other party sufficiently in advance to permit con- 
venient arrangement for the presence of the representative of the 
other party. If, after notice, the other party fails to have a 
representative present, the results of the test shall nevertheless 
be considered accurate until the next test. If any of the measuring 
equipment is found to be registering inaccurately in any percentage, 
it shall be adjusted at once to read as accurately as possible. 


All tests of such measuring equipment shall be made at the expense 
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of the party conducting the Same, except that the other party shall 
bear the expense of tests madé at its request if the inaccuracy is 
found to be two percent (2%) or less. 


8.3 Correction and Adjustment: If at any time any of the 


measuring equipment is registering inaccurately by an amount ex- 
ceeding two percent (2%) at a reading corresponding to the average 
hourly rate cf flow, the previous readings of such equipment shall 
be corrected to zero error for any period definitely known or agreed 
upon, or if not so known or agreed upon, for a period of sixteen 
(16) days or one-half (4) of the elapsed time since the last test, 
whichever is shorter. If the measuring equipment is out of service, 
the volume of gas delivered during such period shall be determined: 

(a) By using the data recorded by any check measuring 
equipment accurately registering: or 

(b) If such check measuring equipment is not registering 
accurately but the percentage of error is ascertainable by a cali- 
bration test, by using the data recorded, corrected to zero error:* or 

(c) If neither of the methods provided in (a) and (b) 
above can be used, by estimating the quantity delivered, by reference 
to deliveries under similar conditions during a period when the 
equipment was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered 
hereunder for inaccuracies in measuring equipment of two percent 


(2%) or less. 


9. MEASUREMENTS 
9.1 Metering: The gas shall be metered by one or more orifice 


meters installed and maintained, and volumes shall be measured 
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(except for correction for deviation from Boyle's Law), in accordance 
with the methods prescribed in “Orifice Metering of Natural Gas," 

Gas Measurement Committee Report No. 3, of the American Gas Asso-~ 
ciation, including the Appendix en as published April 1955, 

or any subsequent revision thereof acceptable to both parties. 

9.2 Deviation from Boyle's Law: Correction shall be made for 
deviation of the gas from Boyle's Law at the pressure and tempera- 
ture at which the gas is metered. To determine the factors for 
such correction a quantitative analysis of the gas shall be made 
at reasonable intervals with such apparatus as shall be agreed upon 
by both parties, and such factors shall be obtained from data con- 
tained in "Supercompressibility Factors for Natural Gas, Volumes 1 
through 6, inclusive, or in ‘Tables for the Determination of Super- 
compressibility Factors for Natural Gas Containing Nitrogen ard /or 
Carbon Dioxide," Volume 7, as published by the American Gas Asso- 
clation in 1955, or any subsequent revision thereof acceptable to 
both parties. 

9.3 Specific Gravity: Tests to determine the specific gravity 
of the gas being metered shall be made in accordance with the 
American Petroleum Institute's Recommended Practice 50A dated 
June 1957, or any subsequent revision thereof acceptable to both 
parties. The gas samples to be tested shall be representative of 
the gas delivered hereunder at the point of receipt or delivery at 
the time such samples are taken and may be either spot samples or 
samples taken over a period of time. Samples shall be taken at 
reasonable intervals by the party conducting the tests, provided 


that additional samples shall be taken when requested by the other 
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party. The specific gravity determined by any test shall apply to 
the gas delivered hereunder from the date the spot sample was taken 
or from ate commencement date of a sample taken over a period of 
time, as the case may be, until the next test. 

9.4 Flowing Temperature: The flowing temperature of the gas 
being metered shall be determined by means of a recording thermom- 
eter of a type acceptable to both parties, installed and maintained 
in accordance with the specifications set forth in said Gas Measure- 
ment Committee Report No. 3. The arithmetical average of readings 
each day shall be deemed the gas temperature and used in computing 


the volumes of gas metered during such day. 


10. INSPECTION OF EQUIPMENT AND RECORDS 

10.1 Transmittal of Records to Gas Company: Pipeline Company 
shall send to Gas Company copies of all measuring and testing charts, 
data and information collected at point of receipt as soon as 
practicable after daily collection thereof so that Gas Company can 
keep current information on the volumes, BTU content and quality 
of the gas delivered to Pipeline Company. 

10.2 Inspection of Equipment and Data: Each party shall have 
the right to inspect equipment installed or furnished by the other, 
and the charts and other measurement or test data of the other, at 
all times during business hours; but the reading, calibration and 
adjustment of such equipment and changing of charts shall be done 
only by the party installing or furnishing same. Unless the parties 
otherwise agree, each party shall preserve all original test data, 
charts and other similar records in such party's possession, for a 


period of at least six (6) years. 
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10.3 Information for Billing: When information necessary for 
billing by Pipeline Company is in the control of Gas Companv, Gas 
Company shall furnish such information for the billing month to 
Pipeline Company on or before the seventh (7th) day of the month 
following the billing month. 

10.4 Verification of Computations: Both Gas Company and Pipe- 
line Company shall have the right to examine at reasonable times 
the books, records and charts of the other to the extent necessary 
to verify the accuracy of any statement, charge or computation 


made pursuant to this Contract. 


ll. BILLING AND PAYMENT 

ll.1 Billing: On or before the twentieth (20th) day of each 
month, Pipeline Conpany shall render a bill to Gas Company for the 
Service rendered during the previous month (herein called the 
billing montno). 

11.2 Payment: On or before the thirtieth (30th) day of each 
month Gas Company shall pay Pipeline Company in lawful money of 
Canada at Pipeline Company's office, Calgary, Alberta, for the 
actual cost of service rendered during the billing month as billed 
by Pipeline Company in accordance with this paragraph ll. 

| 11.3 Interest on Unpaid Amounts: Should Gas Company fail to 
pay the amount of any statement rendered by Pipeline Company as 
herein provided when such amount is due, interest thereon shall 
accrue at the rate of six percent (6%) per annum from the due date 


until the date of payment. 
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11.4 Remedies for Failure to Pay: If such failure to pay con- 


tinues for sixty (60) days after payment is due, Pipeline Company, 

in addition to any other remedy it may have, may suspend further 
receipt and delivery of gas until such amount is paid unless Gas 
Company in good faith disputes the amount owing and pays such amount 
as it concedes to be correct. Either party may submit to arbitration 
in accordance akan paragraph 17 any dispute as to the amount due 
Pipeline Company for service rendered hereunder. 

ie o beave Billing; Ji “presentation ofea~bill by Pipeline 
Company is delayed after the twentieth (20th) day of the month, 
then the time for payment shall be extended correspondingly unless 
Gas Company is responsible for such delay. 

11.6 Correction of Billing Errors: In the event an error is 
discovered in the amount billed in any statement rendered by Pipeline 
Company, the amount of such error shall be adjusted, provided that 
claim therefor shall have been made within twelve (12) months from 
the date of such statement. The adjustment shall be made within 


ciiruy (30) uays of such timely claim. 


epee tCOo CF SERVICE 

For gas transportation service rendered to Gas Company during 
the billing month, Gas Company shall pay to Pipeline Company its 
Gost. ~ol.rendening,.such ,service. 

eo ine CohOlLaOne p.oCh .COSL. Ol, Service shall, equal the sum 
of the following amounts: 

(a) Operating Expenses: Reasonable and necessary oper- 

ating expenses for the billing month properly charged to Accounts 733 
to 809 inclusive of the Uniform System of Accounts Prescribed for 


Natural Gas Companies by the Federal Power Commission as amended 


January 1, 1954. 
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(b) Depreciation: One-twelfth (1/12) of the annual de- 
preciation expense computed by the application of annual straight 
line depreciation rates to the actual legitimate investment in de- 
preciable gas plant. In order to distribute equitably the cost of 
the facilities over the lifetime of The Project, the applicable 
annual depreciation rate shall be on times the difference 
between the total investment and the balance in the depreciation 
reserve, both taken at the beginning of the nth year. (The symbol 
P represents a number equal to the number of years in the duration 
(a) the Export Permit granted by the 011 and Gas Conservation Board 
of Alberta, or (b) the Export License granted by the Minister of 
Trade and Commerce for Canada, or (c) the weighted average of the 
estimated physical life of the components of the depreciable gas 
plant, whichever is shortest. The symbol n is” the number" or tie 
particular year in question and is either equal to or less than P.) 

For example: 
First year depreciation: 1 of the total investment. 


is! 


second year depreciation: of the difference between the total 


as 
P=r 
investment and the balance in the depreciation reserve, both taken 
at the beginning of the second year. 
At such time as the aforesaid export permits are renewed, ex- 
tended or supplemented or modified so as to prolong the export 
period, the unrecovered cost of the plant shall be determined and 


depreciation rates redetermined by the same method, 


A depreciation reserve account shall be set up and maintained 


2 


of 


under conventional accounting practice in accordance with the fore- 


going. 
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(c) Amortization: Accruals recorded for the billing month 
for amortization of (i) amounts which would be classified as amortiz- 
able under Accounts 504, 505 and 506 of the aforesaid system of accounts 
and (ii) all pre-operation costs of Gas Company incurred for Project 
purposes (for example, cost of obtaining governmental authorizations, 
cost of negotiating contracts, interest on funds borrowed, tax and 
administrative and general expenses) to the extent, if any, that such 
costs are not amortizable under one of the above accounts. 

(a) faxes: Accruals recorded for the billing months with 
respect to income and other taxes easociated with natural gas 
operations, adjustment of accruals for tax expenses included in previ- 
ous bills and any taxes paid but not included in previous bills. 

(e) Return: Return at an annual rate of seven and one-half 
percent (7-1/2%) computed for each billing month by the application of 
the monthly rate of 0.625% to the net investment base determined as 
follows: 

As of the date of initial operation and as of each January 1 and 
July 1 thereafter, a net investment base shall be calculated from the 
sum of the items listed below, provided, however, that whenever a sub- 
stantial addition or retirement of property occurs, Pipeline Company 
shall recompute the rate base in accordance with this paragraph, effec- 
tive the first day of the month following the date of commercial opera- 
tion of such addition or the effective date of such retirement of 
property: 

(1) The actual legitimate original investment in gas 
plant in service, gas plant held for future use, and facilities in 
process of construction but actually being used in &as operations, less 


the balance in depreciation and amortization reserves and contributions 


in aid of construction. 
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(2) Working capital allowance represented by the sum 
of (a) the average of the monthly balances of prepayments, necessary 
materials and supplies for operating purposes, (b) cash working capi- 
tal equivalent to one-eight (1/8) of cash operating expenses (exclusive 
of gas purchased) for the preceding twelve (12) month period less 
fifty percent (50%) of the annual amount included in the cost of ser- 


vice for income tenes for the preceding twelve (12) months before the 
date of computation of the rate base hereunder, and (c) the unamortized 
balance of amounts being amortized under subparagraph LOCC) ia tea 
which are not included under division (1) of this subparagraph (e); 
provided that during the first twelve (12) months of service by 
Pipeline Company the cash working capital shall be estimated as $ 

(f) Credits: Credits for charges made by Pipeline Company 
for transportation service rendered to customers other than Gas 


Company. 
12,2 Adjustment for Accrued and Deferred Items: Income and 


expense accounts for each month shall reflect accrued and deferred 


items. Accruals shall be adjusted to reflect the difference between 
accruals and actual amounts when conclusive determinations and 


settlements are made, 
132° FORCE “MAJBURE 


I3@U 2018 peitihiter iparty. <t metifkenContractyrshabl fadl- to, perf.onm 
any obligation hereby imposed upon it and such failure shall be 
caused, or materially contributed to, by any acts of God, strikes, 
lockouts, or other industrial disturbances, acts of the Queen's 
enemies, sabotage, wars, blockades, insurrections, riots, epidemics, 
landslides, lightning, earthquakes, floods, storms, fires, washouts, 
arrests, restraints of rulers and peoples, civil disturbances, ex- 
plosions, breakage of or accident to machinery or lines of pipe, 


hydrate obstructions of lines of pipe, inability to obtain pipe, 
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materials or equipment including those necessary for The Project, 
any legislative, administrative or judicial action which has been 
resisted in good faith by all reasonable legal means, any act or 
omission whether of the kind herein enumerated or otherwise not 
within the control of the party invoking this paragraph and which 
by the exercise of due diligence such party could not have prevented, 
or shall be occasioned by the necessity for making repairs to or 
reconditioning machinery, equipment, or pipelines, not resulting 
from the fault or negligence of such party, such failure shall be 
deemed not to be a breach of the obligation of such party hereunder, 
but such party shall use reasonable diligence to put itself in a 
position to carry out its obligations hereunder. Nothing contained 
herein shall be construed to require either party to settle a strike 
or lockout by acceding against its judgment to the demands of the 
Opposing parties. 

13.2 No such cause affecting the performance of this Contract 
by either party shall continue to relieve such party from its obli- 
gation after the expiration of a reasonable period of time within 
which by the use of due diligence such party could have remedied 
the situation preventing its performance, nor shall any such cause 
relieve either party from its obligation to make payment of amounts 
due and owing hereunder before the occurrence of such cause, nor 
shall any such cause relieve either party from any obligation here- 
under unless such party shall give notice thereof in writing to the 
other party with reasonable promptness: and like notice shall be 


given upon termination of such cause. 
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13.3 Whenever any such cause results in an impairment of the 
transmission capacity of Pipeline Company's facilities to the ex- 
tent that there is a reduction in the daily volumes of gas that 
otherwise would have been delivered by Pipeline Company to Pacific 
Gas Transmission Company or to other purchasers of gas from Gas 
Company, then the monthly cost of service charge payable by Gas 
Company under paragraph 12 shall be diminished by an amount equal 
to the total monihly charge which otherwise would have been payable 
under paragraph 12 multiplied by the fraction whose numerator is 
that quantity of gas incapable of delivery during the billing month 
because of such cause and whose denominator is the total quantity 
of gas, determined at the end of the billing month, which otherwise 
would have been delivered during that month if no such cause had 


interfered. 


13.4 If any of The Project's then existing governmental 
authorizations to purchase, transport, export or import gas is 
modified, whether by legislative, administrative or judicial action, 
in any way that results in diminishing the quantity of gas, deter- 
mined at the end of the billing month, which otherwise would have 
been delivered through the facilities of Pipeline Company during 
that month, then the monthly cost of service charge payable by Gas 
Company under paragraph 12 shall be diminished by an amount equal 
to the total such monthly charge which otherwise would have been 


payable under paragraph 12 multiplied by the fraction whose numerator 


af exst 


efit Too shemikagqat ns at sefvees seyed cove yomerevenedy Q.El Pee - 
#x9! odd od esisiiios2 atynagmoD ontlagr to ythosqes! nolesimenetg - 7 
teria e6y lo esmelov ylisb’ sde ot noitoubst s ek Srefd sends ted 177 
otttost o¥ yneqmod enifeqit yd batevilseb weed eved bisow ssiwrerivo 
es) mov? esy Yo eveestowwg vredto od to ynsqmod solaeimensiT &80 
ead yd efdsyseq ogiado soivree lo gaoo virsnom ort code 4 yoRqmos | 
fevpe mmvome ns yd bedetnimib ed dferia) Sf riqarasteg sebtur yorsqniod — 
eldsysq need eyed biuaow eetwredso dotdw ea itsds yiddnom Isdox ot ot 
ei tots temsh) sxodw cobsoarl old yo bebiqgttivm SL das xysieq tebmiy 
dgnom aniilid odd gutauh yitovileb lo eldaqeont 26a to ytitnscp edd 
yiisherp {svos ers at sodanimonebh szorw bas eaves dowe: to eecsoed 
eetwuredso dotdw .dtrom gniiitd ess to bane eft da beniorieteb ,. 883 “to 
bed seveo dove on 2 dénom tedo gaitwh berevifeb ased eved Digew aa 
. bere bie gnt 
fesnemmrevos gnitaixs nedy e'sosjoTd eat to yan II 4. Kyat us 
ei aay Sitoqmt to J10qxe (OgeHaad obese ot enoisesitondue. 
,folsoa fetoibut sto svissersetnimbs ovidsleiget vd reritorlw bot tbboat : 
-t9s0b 1883 to ysidneup oid gaidetatmtb at etiveot heen Yew xo — ae . : 


- 


evel biuow sa lwrer.so lo ksiw ,ddnom satire ends to bné oid 38 bentm 


gat ysteqmo0 enifeql? ‘to eotstitos? eft sguoruts beroviteb neue 3 


yy nite 
< . / - 


aad vd oldsveq saxsdo eotvise Io 4209 vidanom ‘odd node 
‘ <> Ai e dau ‘= o 
taupe savome na yd bertetdtmtD ad [Leda $i riqeTgB Sq ‘sobai™ BYMOK 
7 wr Vt) G4 aco ) 4 (eye Let Sears ere 
“need ‘ova. ‘bisow satwieddo doldw egisio ‘id inom rare | 


‘2 av? eth slid Be 43 STAND Ses Were jJLGAN 
caxigher na seodw notdostt edd xd beltiqttium Sf 
val —— ei) La a a | ca 


| pin Dae 


fon, 1h) araee eer 


Page 20 


1S, chat quantity of gas incapable of delivery during the billing 
month because of such modification and whose denominator is the 
total quantity of gas which otherwise would have been delivered 
during that month if no such modification had occurred, provided, 
however, that such modification was resisted in good faith by all 


reasonable legal means. 


14. WARRANTY OF TITLE 
Gas Company warrants the title of all gas delivered for trans- 

portation hereunder and the right to deliver the same for transpor- 

tation and that such gas will be free from all liens and adverse 


claims. 


15. POSSESSION OF GAS AND RESPONSIBILITY 
me No dD dt bat Y 


As between Gas Company and Pipeline Company, Pipeline Company 
Shall be deemed to be in control and possession of, and responsible 
for, allacasto,be transported hereunder from the time that such 
gas is received by it at the point of receipt for the account of 
Gas Company until such gas shall have been delivered at the points 


of delivery determined in accordance with paragraph 5. 
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16. LIABILITY OF PARTIES 

Gas Company and Pipeline Company each assume full responsibility 
and liability for the maintenance and operation of its respective 
properties and shall indemnify and save harmless the other party 
from all liability and expense on account of any and all damages, 
claims or actions, including injury to and death of persons, arising 
from any act or accident in connection with the installation, pre- 
sence, maintenance and operation of the property (other than gas) 
and equipment of the indemnifying party, or in connection with the 
presence of gas in the control and possession of the indemnifying 


party. 


17. ARBITRATION 

Any arbitration provided for in this Contract or agreed to by 
the parties shall be conducted in accordance with the following pro- 
cedures and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an 
arbitrator and the two arbitrators so appointed shall promptly 
thereafter appoint a third. If either party shall fail to appoint 
an arbitrator within ten (10) days from the date of such demand, 
then the arbitrator shall be appointed by a judge of the Supreme 
Court of Alberta. If the two arbitrators shall fail within ten 
(10) days from their appointment to agree upon and appoint the 
third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court 
of Alberta. 
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The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a 
majority of them, shall be made within forty-five (45) days after 
the appointment of the third arbitrator, subject to any reasonable 
delay due to unforeseen circumstances. 

The award of the arbitrators shall be drawn up in writing and 
Signed by the arbitrators, or a majority of them, and shall be final 
and binding on the parties, and the parties shall abide by the award 
and perform the terms and conditions thereof. Unless otherwise de-~ 
termined by the arbitrators the fees and expenses of the arbitrator 
named for each party shall be paid by that party and the fees and 
expenses of the third arbitrator shall be paid in equal proportion 


by both parties. 


18. MISCELLANEOUS PROVISIONS 

18.1 Waiver of Default: No waiver Dy either panty .of any.de- 
fault by the other under this Contract shall operate as a waiver of 
any continuing or future default, whether of a like or different 
character. 

18.2 Assignability: This Contract shall bind and inure to 
the respective successors and assigns of the parties hereto, but 
no assignment shall release either party from such party's obliga- 
tions hereunder without the written consent of the other party, 
which consent shall not be unreasonably withheld. Nothing contained 
herein shall prevent either party from pledging or mortgaging its 


rights hereunder as security for its indebtedness. 
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18.3 Address of Parties: Every request, notice, statement and 
bill provided for in this Contract shall be in writing and each of 
them and every payment provided for herein shall be directed to the 
party to whom given, made or delivered at such party’s address as 
follows: 

Alberta and Southern Gas Co. Ltd. 


140 Sixth Avenue, S.W. 
Calgary, Alberta 


S & M Pipeline Limited 
140 Sixth Avenue, S.W. 
Calgary, Alberta 
Bither party may change its address by giving written notice 
to the other party. Any notice hereunder shall be deemed to have 


been given forty-eight (48) hours after such notice has been de- 


posited in a Post Office with requisite postage thereon. 


18.4 Contract Subject to Laws: This Contract and the rights 
and obligations of the parties hereunder are subject to all present 
and future laws, rules, regulations and orders of any legislative 
body or duly constituted authority now or hereafter having jurisdiction. 
18.5 Law for Interpretation: This Contract shall be construed 
in accordance with the laws of the Province of Alberta. 
18.6 Effect of Headings: The headings used throughout this 
Contract are inserted for reference purposes only and are not to 
be considered or taken into account in construing the terms and 
provisions of any paragraph nor to be deemed in any way to arcuate 


modify or explain the effects of any such provision or terms. 


IN WITNESS WHEREOF this Contract has been properly exe- 


cuted by the parties hereto with the corporate seal of each having 
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been properly affixed and attested as of the day and year first 


above written. 


ALBERTA AND SOUTHERN GAS CO. LTD. 


By Je Ka) HORTON 
residen 
bY aan R. L, WINTON 
secretary 


S & M PIPELINE LIMITED 


By ROBERT H. GERDES 
Attorney-in-Fact 
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THIS GAS SALE CONTRACT made this 15th day of October A 
DY 
BETWEEN: 
ALBERTA AND SOUTHERN GAS CoO, LTD., a body 
Corporate, “having an ‘office ‘and carrying on 
business in the City of Calgary, in the 
Province of Alberta, (hereinafter referred 
to as "Gas Company") 
OF THE FIRST PART 
- and - 
CANADIAN-MONTANA PIPE LINE COMPANY, a body 
corporate, having an office and Carry Ine or 
business in the City of Calgary, aforesaid, 
(hereinafter referred to as "Montana Company" ) 


OF THE SECOND PART 
Mew eo ag i Pee Be ops 


WHEREAS Gas Company has contracts and will obtain addi- 
tional contracts for the purchase of natural gas Trom certain fields 
in the Province of Alberta and proposes to export the principal 
amount of such gas to California by means of The Project; and 

WHEREAS The Project is a natural eas: pipe bine, project 
whose principal purpose is the transportation of natural gas from 
Canada to the existing integrated transmission and Cist retiouiaor 
system of Pacific Gas and Electric Company (hereinafter referred 
to as P, G. and E.) in northern California; ana 

WHEREAS the participants in The Project are (19f Gas 


Company, (2) Alberta Gas Trunk Line Company Limited, an Alberta 
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corporation proposing to transport gas for The Project in Alberta, 
(3) S &M Pipeline Limited, a Canadian corporation proposing to 
transport gas for The Project from Alberta across British Columbia 
to the International Boundary, (4) Pacific Gas Transmission Company, 
a California corporation proposing to purchage gas from Gas Company 
at the International Boundary and to transport the gas across Idaho, 
Washington and Oregon to California for sale and delivery to P. G. 
and E., and (5) P. G. and E.°? and 
WHEREAS Montana Company, a subsidiary of The Montana Power 
Company, desires to purchase gas from Gas Company in Alberta and to 
transport the gas to the International Boundary for sale and delivery 
to The Montana Power Company. 
NOW, THEREFORE, the parties agree as follows: 

1. DEFINITIONS 

For the purpose of this Contract the following words and terms 
are defined as follows: 

tel The word "day’' shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock a.m. Mountain 
Standard Time. 

1.2 The word “month shall mean a period beginning at 8:00 
o'clock a.m. on the first day of a calendar month and ending at 
8:00 o'clock a.m. on the first day of the next succeeding calendar 
month. 

1.3 The term "contract year" shall mean a period of twelve (ie 


consecutive months beginning with the month of July, the first 
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Contract year to begin with the month of July next following the 
date gas is first delivered hereunder. 

1.4 The word "gas" shall mean natural Bas. 

1.5 The term “cubic foot" of gas shall mean that quantity of 
€as which, at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure of 14.73 pounds per square inch absolute, occupies 
one (h} scubie rfioot. 

1.6 The term "Mef" shall mean one thousand (1,000) cubic feet 
of gas and shall be measured as set forth in paragraph 9 hereof. 

Duis tern "BTU" shall mean British Thermal Unit. 

1.8 The term “gross heating value” shall mean the number of 
BUS pinra cubic: foot fof GaS Saturated with water vapor. 

1.9 The term "psig" shall mean pounds per square inch gauge. 
2. BASIC OBLIGATIONS AND CONDITIONS 

2.1 Before The Project can be constructed and operated, all 
permits, certificates and other authorizations required under appli- 
cable laws and regulations must be obtained. Both parties agree 
that they will proceed with diligence to procure such authorizations 
as may be necessary for performing their obligations hereunder ,{ Gn- 
cluding such authorizations as may be required for any subsequent 
expansion of their undertaking, 

2.< Montana Company agrees that upon the obtaining of all such 
necessary authorizations by it and all participants in The Project, 
it will proceed with diligence to construct, maintain and operate a 
gas transmission system capable of receiving all gas to be delivered 


by Gas Company in accordance with paragraph 4, 
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2.3 Gas Company agrees to sell and deliver, and Montana Company 
agrees to purchase and receive, daily volumes of Zas in accordance 
with paragraph lL. 

2.4 Montana Company agrees to pay Gas Company in accordance 
with the monthly cost of service basis provided for in paragraph 12 
for the gas sold and delivered hereunder, 

3... TERM _OF CONTRACT 

This Contract,shall be effective from the date hereof and shall 
continue for as long as The Project is able to operate in such 
Manner as to accomplish its principal purpose. 

4. QUANTITY OF GAS 

4.1 The Daily Contract Quantity is 30 MMcf per day or such 
higher amount as may from time to time be agreed upon by the parties. 

4.2 Gas Company shall deliver each day to Montana Company the 
volumes of gas requested by Montana Company, not to exceed the Daily 
Contract Quantity in any one day unless Gas Company consents to 
deliver the requested excess quantity. Montana Company shall take 
during each contract year, if available hereunder, or vay for in 
accordance with paragraph leslla), if available and not taken here- 
under, a minimum average daily volume equal to ninety percent (90%) 
of the Daily Contract Quantity: provided, however, that Montana 
Company shall take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily 
Contract Quantity during each month and a minimum volume equal to 
seventy-five percent (75%) of the Daily Contract Quantity on each 


and every day. 
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4.3 If Montana Company fails to take an average daily quantity 
equal to ninety percent (90%) of the Daily Contract Quantity during 
any contract year, Montana Company shall have the right, during the 
next two (2) succeeding contract years after it has taken an average 
daily quantity equal to ninety percent (90%) of the Daily Contract 
Quantity during each such year, to take a quantity of gas up to the 
quantity paid for but not taken, but not to exceed the Daily Contract 
Quantity in any one day unless Gas Company consents to deliver the 
requested excess quantity. Payments made pursuant to paragraph 4.2 
for gas available but not taken Shall be allowed as credits under 
paragraph 12.1(a) in the billing month when such gas is taken under 
this paragraph. 

44 Gas Company and Montana Company shall notify each other 
from time to time, as necessary, of expected changes in the rates of 
delivery or receipt of gas, or in the pressures or other operating 
conditions, and the reason for such expected changes, to the end 
that the other party may be prepared to meet them when they occur. 
D+ POINT OF DELIVERY 

The point of delivery for Bas to be sold hereunder shall be at 
the junction of the Pipelines of Alberta Gas Trunk Line Company 
Limited and Montana Company at a point near the international boundary, 
to be located by mutual agreement within Township 1, Range 22 West 
of the Fourth Meridian, Province of Alberta, or at such other loca- 
tion or locations as may be mutually agreed upon. 

6. DELIVERY PRESSURE 
Gas Company agrees to deliver the gas to Montana Company at 


such pressure as the latter may require from time to time up to the 
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maximum of either five hundred fifty-five (555) pounds psig or the maxt- 
mum pressure that can be made available at the Principal point of 


delivery with the then existing facilities, whichever is higher. 


7. QUALITY OF GAS 
7.1 Quality Standards: The gas which Gas Company delivers 

hereunder to Montana Company shall be merchantable gas, at all times 
complying with the following quality requirements: 

(a) Heating Value: The gas delivered hereunder shall have 
& gross heating value of not less than nine hundred and seventy-five 
(975) BTUs per cubic foot, but, with the consent of Montana Company , 
gas at a lower gross heating value may be delivered, 

(ob) Freedom froin Objectionable Matter: The gas delivered 
hereunder: 

(1) Shall be commercially free from sand, dust, gums, 
crude oil, impurities and other objectionable substances which may 
be injurious to pipe lines or which may interfere with its transmis- 
Sion through pipe lines or its commercial utr Pigzation, 

(2) Shall not have a hydrocarbon dew-point in excess 
of fifteen degrees (15°) Fahrenheit at pressures up to eight hundred 
(800) pounds per square inch gauge. 

(3) Shall not contain more than one (1) grain of 
hydrogen sulphide per one hundred (100) cubic feet. 

(4) Shall not contain more than ten (10) grains of 
total sulphur per one hundred (100) cubic feet, 

(5) Shall not contain more than two percent (2%) by 


volume of carbon dioxide, 
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(6) Shall not contain more than four (4) pounds of 
water vapor per one million (1,000,000) cubic feet. 

(7) Shall not exceed one hundred and ten degrees 
(110°) Fahrenheit in temperature at the point of delivery. 

(8) Shall be as free of oxygen as it can be kept 
through the exercise of all reasonable precautions, and shall not 
in any event contain more than four-tenths per cent (0.4%) by volume 
oxygen. 

(22, Quality Tests 

(a) At the point of delivery, or at such other points 
as may be mutually agreed upon, Montana Company shall take gas 
Samples for determining the gross heating value of gas received 
for transportation hereunder. Such Samples shall be tested by 
Montana Company utilizing a Cutler-Hammer recording calorimeter, 
or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Puede, 
approved December 28, 1955, by the Public Utilities Commission of 
the State of California, or any subsequent revision thereof accept- 
avle:tonboth:partiess The gas samples to be tested shall be repre- 
sentative of the gas delivered hereunder at the time such samples 
are taken and may be either spot samples or samples taken over a 
period of time. Samples shall be taken at reasonable intervals 
by Montana Company. The gross heating value determined by any test 


Shall apply to the gas received hereunder from the date the spot 
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Sample was taken or from the commencement date of a sample taken 
over a period of time, as the case may be, until the next test. 
The gross heating value per cubic foot of gas shall be determined 
for any month by taking the arithmetical average of the daily heat- 
ing values as determined in accordance with this. paragraph.7.2(a). 
(b) At the point of delivery or at such other points as 
may be mutually agreed upon, Gas Company shall cause tests to be made 
to determine the total Sulphur, hydrogen Sulphide, mercaptan Sulphur, 
carbon dioxide and oxygen content of the gas, by approved standard 
methods in general use in the gas industry, and to determine the 
water vapor content of such gas by the use of a dew-point apparatus 
approved by both parties. Tests shall be made frequently enough to 
assure that the gas is conforming continuously to the quality re- 
quirements. Montana Company shall have the right to require Gas 
Company to have remedied any, deticiency, of, the. gas. in quality and, 
in the event such deficdency is..not remedied, the right, in addition 
to ail other remedies available to it by law, to refuse to accept 
Such deficient gas until such deficiency is remedied, 
8. MEASURING EQUIPMENT 
8.1 Installation; At the point of delivery all gas volume 
measuring equipment, devices and materials shall be furnished. in- 
Stalled, maintained and operated by Montana Company at its expense. 
Gas Company and Alberta Gas Trunk Line Company Limited may install 
and operate check measuring equipment provided it does not interfere 


with the use of Montana Company's equipment. 


§ eget 


xo eteb jhemesiomios edd mor? “10 neded eaw siqnse - 
em seno ofc es ,omts To botreq 8 T8¥O — | 7 
xeq eulev gntised ee0% eit : 


newtes elqmse B 
geod axon offs [tone 0d ¥ 
bentmieseb od Lfsde es6g “To soo? otdro 
-jsed yiteb edd lo egeteve Ipotvomdsiss edd yridtead yd djnom ye 10% . 


(eyS.8 daaryateq etns d¢iw sonsbh10008 at bentmreteb es eoulev gat 


xo yrevilsh lo” satoq eds TA (d) = ; 
(foe psergs yilewdum 6d Yen 


eg atitog tedso dove 36 


shear od od eteos Sead [feria yreqmod esi 


“wiiqive mstqso19m ,ebidqive negorbyrt wiqive” Istot eft ontmteveb OF 


biabinda bevorgqge yd ,268 edg to tednos naayxo. bas. shixotb nod tes 


édd entmiagob of bas”, ytverbat es3 ada at Seu [etemeg mt ebodsem fl 
yd 8&3 Adoue to anesnos xoqs¥ 15d8W 
-eetateg Agod yd bevo7ggs 7 


? ewwess 


airjaxpqas anioq-wsb s 1o gey ont 
og davone ylénsupett sbsin ed Iisda asasT 
“OT yttLeup eit o¢ yvlevountsIno9 qniesotnos ef esy3 end gsr 
eaD stitups1 of sigtt aot oved Lisde yiteqmod: ars tno! _aovenstiyp 7 
bap ytifesp mr e263 edd to yonetorteb yis' betbemet ever os yesqmoD 
son Bt yYonetot eb itowe gneve edd mE. 


antdtbba at ,gdaix sda ,betbemet 
idbttave ethene sertte leaeoann 


syoooR OF saute od wal yd gt oF 9 
_péthomer er Yoretorieb move {iaay eg oe ee , F 


omplov esg Ils*qytevtleb te sniog eds 3A rausntiaen © 

ent ,badethwt eg tiene eisrreded bas 290iveb Serene Hep niwesem 
 ,pemoqxe esie so ensqene? pasinol yd ne me nati a, 2. 
‘{fasant yom besiakdl yasqmod” baoecntii 8 16 Sal 
eisite mi "gon 2906) 3¢ babEvO | | Anaito od ” 


Page 9 


8.2 Testing Meter Equipment: The accuracy of each party's 
measuring equipment shall be Veraried by test, using means and 
methods acceptable to the other party, at least once each month 
or at such other interval as may be mutually agreed UpCH, wand ist 
other times upon request of the other party. Notice of the time and 
nature of each test shail be given by the party conducting the test 
to the other party sufficiently in advance to permit convenient ar- 
rangement for the presence of the pepresentative of the other) party. 
ii, atter notice, the other party fails to have a representative 
present, the results of the test shall nevertheless be considered 
accurate until the next test it amy of the measuring equipment is 
found to be registering inaccurately in any percentage, it shall be 
adjusted at once to read as accurately as possible. All tests of 
Such measuring equipment shall be made at the expense of the party 
conducting the same, except that the other party shall bear the 
‘expense of tests made at its request if the inaccuracy is found to 
be two percent (2%) or less. 

&.3 Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount ex- 
ceeding two percent (2%) at a reading corresponding to the average 
hourly rate of flow, the previous readings of such equipment shall 
be corrected to zero error for any period definitely known or agreed 
upon, or if not so known or agreed upon, for a period of sixteen 
(16) days or one~half (1/2) of the elapsed time since the last test, 
whichever is shorter, If the measuring equipment is out of service, 


the volume of gas delivered during such period shall be determined: 
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(a) By using the data recorded by any check measuring 
equipment accurately registering; or 

(bo) If such check measuring equipment is not registering 
accurately but the percentage of error is ascertainable Dy 4 calg= 
bration test, by using the data recorded, corrected to zero error; 
or 

(c) If neither of the methods provided in (a) and (b) 
above can be used, by estimating the quantity delivered, by reference 
to deliveries under similar conditions during a period when the 
equipment was registering accurately, 
No correction shall be made in the recorded volumes of gas delivered 
hereunder for inaccuracies in measuring equipment of two percent 
(2%) or less, 
9. MEASUREMENTS 

Jet) Metering: The @as shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured 
(except for correction for deviation from Boyle's Law), in accord- 
ance with the methods prescribed in "Orifice Metering of Natural 
Gas," Gas Measurement Committee Report No, 3, of the American Gas 
Association, including the Appendix thereto, as published April 1955; 
or any subsequent revision thereof acceptable to both parties, 
9.2 Deviation from Boyle's Law: Correction shall be made for 

deviation of the gas from Boyle's Law at the pressure and tempera- 
ture at which the gas is metered, To determine the factors for such 


correction a quantitative analysis of the gas shall be made at 
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reasonable intervals with such apparatus as shall be agreed upon 
by both parties, and such factors shall be obtained from data con- 
tained in "Supercompressibility Factors for Natural Gas," Volumes 1 
through 6, inclusive, or in "Tables for the Determination of Super- 
compressibility Factors for Natural Gas Containing Nitrogen and/or 
Carbon Dioxide," Volume 7, as published by the American Gas Asso- 
ciation in 1955, or any subsequent revision thereof acceptable to 
both parties. 

9.3 Specific Gravity: Tests to determine the Specific .gravity 
of the gas being metered shall be made in accordance with the Amer-= 
ican Petroleum Institute's Recommended Practice 5O0A dated June 1957, 
or any subsequent revision thereof acceptable to both parties... The 
€as samples to be tested shall be representative of the gas delivered 
hereunder iat: the) point of receipt or delivery at the time such 
Samples are taken and may be either spot Samples or samples taken 
over a period of time. Samples shall be taken at reasonable inter~ 
vals by the party conducting the tests, provided that additional 
Samples shall be taken when requested by the other par ta...» The 
specific gravity determined by any test shall apply t.o..the gas. de- 
livered hereunder from the date the spot sample was taken or from 
the commencement date of a sample taken over a period of, time, .as 
noe Mcea se may deyacuntd lathe, next -test.. 

9,4 Flowing Temperature: The flowing temperature of the gas 
being metered shall be determined by means of a recording thermometer 


of a type acceptable to both parties, installed and maintained in 
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accordance with the specifications set forth in said Gas Measurement 
Committee Report No, 3. The arithmetical average of readings each 
day shall be deemed the gas temperature and used in computing the 
volumes of gas metered quPine such day. 

10. INSPECTION OF EQUIPMENT aNnD RECORDS 

LO‘ AL transmittal of Records to Gas Company: Montana Company 
Shall send to Gas Company copies of all measuring and testing charts, 
data and information collected at each point of receipt ‘ani scon ‘as 
practicable after daily collection thereof so that Gas Company can 
keep current information on the volumes, BTU content and quality of 
the gas delivered hereunder, 

10.2 Inspection of Equipment and Data: Each party shall have 
the right to inspect equipment installed or furnished by the other, 
and the charts and other measurement or test ‘datavof! the other, ‘at 
all times during business Hours. put the reading, calibration and 
adjustment of such equipment and changing of charts Shall be done 
only by the party installing or furnishing same. Unless the parties 
otherwise agree, each party shall preserve all original tést data | 
charts and other similar records in such party's possessionj for & 
period of at least six (6) years, 

10.3 Information for Billing: When information necessary for 
billing by Gas Company is in the control of Montana Company, Montana 
Company shall furnish such information for the billing month to Gas 
Company on or before the third (3rd) working day of the month follow- 


ing the billing month. 
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10.4 Verification of Computations: Both Gas Company and 
Montana Company shall have the right to examine at reasonable times 
the books, records and charts of the other to the extent necessary 
to verify the accuracy of any statement, charge or computation made 
pursuant to this Contract. 

ll. BILLING AND PAYMENT 

11l.1 Billing: On or before the seventh (7th) working day of 
each month, Gas Company shall render to Montana Company both (a) a 
preliminary bill for service rendered during the previous month 
(herein called the billing month) and (b) an adjusted bill for the 
actual cost of service rendered during the month preceding the 
billing Smotibhe PT ha preliminary bill shall be composed of (a) the 
amount computed for the cost of gas under paragraph -l4 4:( a) forthe 
billing month and (b) the amount of all other costs under paragraph 
12.1(b) included in the adjusted bill for the month preceding the 
billing month, 

11.2 Payment: On or before the twenty-second (22nd) day of 
each month Montana Company Shall pay Gas Company in lawful money of 
Canada at Gas Company's ofitrer maGail gait, Alberta, the amount of the 
preliminary bill rendered by Gas Company for the billing month in 
accordance with this paragraph ll, adjusted by Montana Company to 
account for the difference between the preliminary and adjusted 
bills for the month preceding the billing month. 

11.3 Interest on Unpaid Amounts? Should Montana Company fail 
to pay the amount of any bill rendered by Gas Company as herein pro- 


vided when such amount is due, interest thereon shall accrue at the 
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rate of six percent (6%) per annum from the due date until the date 
of payment, 

11.4 Remedies for Failure to Pay: If such failure to pay con- 
tinues for sixty (60) days after payment is due, Gas Company, in 
addition to any other remedy it may have, may suspend further de- 
livery of gas until such amount is paid unless Montana Company in 
good faith disputes the amount owing and pays such amount as it 
concedes to be correct. Either party may submit to arbitration in 
accordance with paragraph 17 any dispute as to the amount due Gas 
Company hereunder, 

11.5 Late Billing: If presentation of a bill by Gas Company 
is delayed after the due date provided in paragraph: Waar thens che 
time for payment shall be extended correspondingly unless Montana 
Company is responsible for such delay, 

11.6 Correction of Billing Errors: In the event’ an=error is 
discovered in the amount billed in any statement rendered by Gas 
Company, the amount of such error shall be adjusted, provided that 
claim therefor shall have been made within twelve (12) months from 
the date of such statement. The adjustment shall be made within 
thirty (30) days of such timely claim, 

Le eye UROP ROL RVICE 

For gas purchased from Gas Company during the billing month, 

Montana Company shall pay to Gas Company a cost of service charge 


calculated in accordance with this paragraph, 
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12.1 Calculation: Such cost of service shall equal the sum of 
(a) and (b) below: 

(a) Cost of pas: The cost to Gas Company of gas delivered 
hereunder during the billing month. This cost shall be computed by 
multiplying the total Mcf of such gas times the weighted average 
purchase price per Mcf paid by Gas Company for all gas purchased 
by Gas Company for delivery to it or for its account during the 
billing month. The cost of gas paid for but not taken, pursuant to 
paragraph 1..2, shall be included under this paragraph i@eda-adt in 
the last billing month of each contract year and shall be based on 
Gas Company's annual, rather than monthly weighted average purchase 
price. Credit shall be allowed when required under paragraph 4.3. 

(b) All other costs: A proportion of Gas Company's 
total cost of service for gas purchasing, gathering, processing, 
transmitting and selling in the Province of Alberta during the 
billing month. This proportion shall be the fraction whose numerator 
is Montana Company's Daily Contract Quantity (paragraph 4.1) and 
whose denominator is the sum of the Daily Contract Quantities of 
Montana Company and Pacific Gas Transmission Company. Gas Company's 
total cost of service for costs in addition to cost of gas for the 
billing month shall equal the sum of the following amounts: 

(1) Operating Expenses: Reasonable and necessary 
operating expenses for the billing month properly chargea to Accounts 
733 to 809 inclusive, except Account 745, of the Uniform System of 
Accounts Prescribed for Natural Gas Companies by the Federal Power 


Commission as amended January 1, 1954. 
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(2) Depreciation: One-twelfth (1/12) of the annual 
depreciation expense computed by the application of annual straight 
line depreciation rates to the actual legitimate investment in de- 
preciable gas plant. In order to distribute equitably the cost of 
the facilities over the lifetime of The Project, the applicable 
annual depreciation rate shall be to times the difference be- 
tween the total investment and the balance in the depreciation 
reserve, both taken at the beginning of the nth year. (The symbol 
P represents a number equal to the number of years in the duration 
of (a) the Export Permit granted by the Oil and Gas Conservation 
Board of Alberta, or (b) the Export License granted by the Minister 
of Trade and Commerce for Canada, or (c) the weighted average of 
the estimated physical life of the components of the depreciable 
gas plant, whichever is shortest. The symbol n is the number of 
the particular year in question and is either equal to or less 
than P.) 

For example: 

First year depreciation: = of the total investment. 

second year depreciation: ot of the difference between the total 
investment and the balance in the depreciation reserve, both taken 
at the beginning of the second year. 

At such time as the aforesaid export permits are renewed, 
extended or supplemented or modified so as to prolong the export 
period, the unrecovered cost of the plant shall be determined and 
depreciation rates redetermined by the same method. 

A depreciation reserve account shall be set up and maintained 
under conventional accounting practice in accordance with the 


foregoing. 
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(3) Amortization: Accruals recorded for the 
billing month for amortization of (i) amounts which would be 
Classified as amortizable under Accounts 504, 505 and 506 of the 
aforesaid system of accounts and (ii) all pre-operation costs of 
Gas Company incurred for Project purposes (for example, cost of 
obtaining governmental authorizations, cost of negotiating 
contracts, interest on funds borrowed, tax, and administrative and 
general expenses) to the extent, if any, that such costs are not 
amortizable under one of the above accounts. 

(4) Taxes: Accruals recorded for the billing 
month with respect to income and other taxes associated with 
natural gas operations, adjustments of accruals for tax expenses 
included in previous bills and any taxes paid but not included in 
Previous bills. 

(5) Return: Return at an annual rate of seven and 
one-half percent (7-1/2%) computed for each billing month by the 
application of the monthly rate of 0.625% to the net investment base 
determined as follows: 

As of the date of initial operation and as of each January 1 
and July 1 thereafter, a net investment base shall be calculated 
from the sum of the items listed below, provided, however, that 
whenever a substantial addition or retirement of property occurs, 
Gas Company shall recompute the rate base in accordance with this 
paragraph, effective the first day of the month following the date 
of commercial operation of such addition or the effective date of 
such retirement of property: 

(i) The actual legitimate original investment in 
gas plant in service, gas plant held for future use, and facilities in 


process of construction but actually being used in gas operations, 
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less the balance in depreciation and amortization reserves ard con- 
tributions in aid of construction.:- 

(11) Working capital allowance represented by 
the sum of (a) the average of the monthly balances of prepayments, 
necessary materials and supplies for operating purposes, (b) cash 
working capital equivalent to one-eighth (1/8) of cash operating 
expenses (exclusive of gas purchased) for the preceding twelve (12) 
month period less fifty percent (50%) of the annual amount included 
in the cost of service for income taxes for the preceding twelve 
(12) months before the date of computation of the rate base hereunder 
provided that during the first twelve (12) months of service by Gas 
Company the cash working capital shall be estimated as oe 
and (c) the unamortized balance of amounts being amortized under 
subparagraph 12.1(b)(3), if any, which are not included under 
division (i) of this subparagraph (5). 

(6) Credits: Credit amounts for revenues 
received by Gas Company from other gas purchasers in the Province 
Of, Alberta. as. payment.for wervice.costs.of,the, type described, in 
paragraph 12.1(b), but not including payments of the type 
described in paragraph 12.1(a). 

le.e Adjustment for accrued and Deferred Items: Income and ex- 
pense accounts for each month shall reflect aecrved and, deferred ivens. 
Aceruals shall be adjusted to reflect the difference between accruals 
and actual amounts when conclusive determinations and settlements are 
made. 

12.3 Cost of Gas Produced by Gas Company: If and when gas for The 
Project is delivered to or for the account of Gas Company from produc- 
tion of its own the parties hereto will negotiate a supplement to this 
contract to provide the method of determining and apportioning Gas 


Company's cost of service to be included herein for such production. 
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12.4 Renegotiation of Proportion Under 12.1(b). If either 


Montana Company or Pacific Gas Transmission Company shall take, dur- 
ing any month, a total quantity of gas in excess of 105% of its 
contract quantity for that month (computed by multiplying the daily 
contract quantity by the number of days in the month in question) 
then either party shall, upon request, be entitled to a renegotiation 
to determine Juteantiheaine proportion of costs described in paragraph 
12.1(b) to be paid by Montana under such conditions. In the event 
that the parties are unable to agree and either is dissatisfied with 
the manner in which negotiations are proceeding, such party shall 
have the right to refer the matter to arbitration in accordance with 
Paragraph 17. 
is FORCE MAJEURE 

Joss 0 22 @CLther party to this Contract shall fail to perform 
any obligation hereby imposed upon it and such failure shall be 
caused, or materially contributed to, by any acts of God, strikes, 
lockouts, or other industrial disturbances, acts of the Queen's 
enemies, sabotage, wars, blockades, insurrections, riots, epidemics 
landslides, lightning, earthquakes, floods, storms, fires, washouts, 
arrests, restraints of rulers and peoples, civil disturbances, 
explosions, breakage of or accident to machinery or lines of pipe, 
hydrate obstructions Oh lines Or pipe, inability to, obtain pipe, 
materials or equipment including those necessary for The Project, 
any legislative, administrative or judicial action which has been 
resisted in good faith by all reasonable legal means, or by the exer- 
Clee by, the Alberta Utilities of their gas priority right, or by any 
act of omission whether of the kind herein enumerated or otherwise not 


within the control of the party invoking this paragraph and which 
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by the exercise of due diligence such party could not have prevented, 
or shall be occasioned by the necessity for making repairs to or 
reconditioning machinery, equipment, or pipelines, not resulting 
from the fault or negligence of such party, such failure shall be 
deemed not to be a breach of the obligation of such party hereunder, 
but such party shall use reasonable diligence to put itself in a 
position to carry out its obligations hereunder. Nothing contained 
herein shall be construed to require either party to settle a strike 
or lockout by acceding against its judgment to the demands of the 
opposing parties, 

13.2 No such cause affecting the performance of this Contract 
by either party shall continue to relieve such party from its obliga- 
tion after the expiration of a reasonable period of time within which 
by the use of due diligence such party could have remedied the situa- 
tion preventing its performance, nor shall any such cause relieve 
either party from its obligation to make payment of amounts due and 
owing hereunder before the occurrence of such cause, nor shall any 
such cause relieve either party from any obligation hereunder unless 
such party shall give notice thereof in writing to the other party 
with reasonable promptness; and like notice shall be given upon termin- 
ation of such cause, Whenever any such cause affects the adit ty cs 
Gas Company to deliver gas to both Montana and Pacific Gas Transmission 
Company any resulting curtailment shall, to the extent practicable, be 
divided between said recipients in proportion to their Daily Contract 
Quantities. 

ioe “Miclever any such cause results in an impairment of the 
transmission capacity of facilities owned by Gas Company, to the 
extent that there is a reduction in the daily volumes of gas that 


otherwise would have been delivered to Montana Company, then the 
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monthly cost of service charge payable by Montana Company under 
paragraph 12.1(b) (exclusive of payment to others for transmission 
and/or compression of Gas Company's gas) shall be diminished by an 
amount equal to the total monthly charge which otherwise would have 
been payable under paragraph 12.1(b) (exclusive of certain payments 
to others as aforesaid) multiplied by the fraction whose numerator 
is that qiantity of gas incapable of delivery during the billing 
month because of such cause and whose denominator is the total 
quantity of gas, determined at the end of the billing month, which 
otherwise would have been delivered during that month if no such 
cause had interfered. 

13.4 If any of The Project's then existing governmental author- 
izations to purchase, transport, export or import gas is modified, 
whether by legislative, administrative or judicial action, in any 
way that results in diminishing the quantity of gas, determined at 
the end of the billing month, which otherwise would have been de- 
livered to Montana Company hereunder during that month, then the 
monthly cost of service charge payable by liontana Company under 
paragraph 12.1(b) (exclusive of payment to others for transmission 
and/or compression of Gas Company's gas) shall be diminished by an 
amount equal to the total such monthly charge which otherwise would 
have been payable under paragraph 12.1(b) (exclusive of certain pay- 
ments to others as aforesaid) multiplied by the fraction whose 
numerator is that quantity of gas incapable of delivery during the 
billing month because of such modification and whose denominator is 
the total quantity of gas which otherwise would have been delivered 
during that month if no such modification had occurred, provided, 
however, that such modification was resisted by Montana Company in 


good faith by all reasonable legal means. 
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14h. WARRANTY AND PASSAGE OF TITLE 

Gas Company warrants the title of all gas delivered hereunder 
and the right to deliver the same and that such gas will be free 
from all liens and adverse claims. Title to gas sold hereunder 
Shall pass to Montana Company at the point of delivery. 
LD. POSSESSION OF GAS AND RESPONSIBILITY 

As between Gas Company and Montana Company, Montana Company 
shall be deemed to be in control and possession of, and responsible 
for, all gas delivered hereunder from the time that such gas is re- 
ceived by it at the point of delivery. 
16. LIABILITY OF PARTIES 

Gas Company and Montana Company each assume full responsibility 
and liability for the maintenance and operation of its respective 
properties and shall indemnify and save harmless the other party 
from all liability and expense on account of any and all anes 
claims or actions, including injury to and death of persons, arising 
from any act or accident in connection with the installation, pre- 
sence, maintenance and operation of the property (other than gas) 
and equipment of the indemnifying party, or in connection with the 
presence of gas in the control and possession of the indemnifying 
party. 
17. ARBITRATION 

Any arbitration provided for in this Contract or agreed to by 
the parties shall be conducted in accordance with the following 


procedures and principles: 
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Upon the written demand of either party and within ten CLO 
days from the date of such demand, each party shall appoint an 
arbitrator and the two arbitrators so appointed shall promptly 
thereafter appoint a third. If either party shall fail to appoint 
an arbitrator within ten (10) days from the date of such demand, 
then the arbitrator shall be appointed by a judge of the Supreme 
Court .of Alberta... .1f the two arbitrators,shall fail within.ten 
(10) days from their appointment to agree upon and appoint the 
third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court 
OF Alberta. 

The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a 
majority of them, shall be made within forty-five (45) days after 
the appointment of the third arbitrator, subject to any reasonable 
delay due to unforeseen circumstances, 

The award of the arbitrators shall be drawn up in writing and 
Biened by the arbitrators, or a majority of them, and shall be final 
and binding on the parties, and the parties shall abide by the award 
and perform the terms and conditions thereof. Unless otherwise de- 
termined by the arbitrators the fees and expenses of the arbitrator 
named for each party shall be paid by that party and the fees and 
expenses of the third arbitrator shall be paid in equal proportion 


by both parties, 
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18. MISCELLANEOUS PROVISIONS 

18.1 Waiver of Default: No waiver by either party of any 
default by the other under this Contract shall operate as a waiver 
of any continuing or future default, whether of a like or different 
character. 

18.2 Assignability: This Contract shall bind and inure to the 
respective successors and assigns of the parties hereto, but no 
assignment shall release either party from such party's obligations 
hereunder without the written consent of the other party, which 
consent shall not be unreasonably withheld. Nothing contained 
herein shall prevent either party from pledging or mortgaging its 
rights hereunder as security for its indebtedness. 

18.3 Address of Parties: Every request, notice, statement and 
bill provided for in this Contract shall be in writing and each of 
them and every payment provided for herein shall be directed to the 
party to whom given, made or delivered at such party's address as 
follows: 

Alberta and Southern Gas Go. ‘Ltd: 


140 Sixth Avenue, 5.W. 
Calgary, Alberta 


Canadian-Montana Pipe Line Company 
301 Sth Ave., West, 6th Floor 
Calgary, Alberta 
Either party may change its address by giving written notice 
to the other party. Any notice hereunder shall be deemed to have 


been given forty-eight (48) hours after such notice has been de- 


posited in a Post Office with requisite postage thereon. 
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18.4 Contract Subject to Laws: This Contract and the rights 
and obligations of the parties hereunder are subject to all present 
and future laws, rules, regulations and orders of any legislative 
body or duly constituted authority now or hereafter having juris- 
daction, 

18.5 Law for Interpretation: This Contract shall be construed 
in accordance oe the laws of the Province of Alberta. 

18,6 Effect of Headings: The headings used throughout this 
Contract are inserted for reference purposes only and are not to 
be considered or taken into account in construing the terms and 


provisions of any paragraph nor to be deemed in any way to qualify, 


modify or explain the effects of any such provision or terms, 


IN WITNESS WHEREOF this Contract has been properly executed 
by the parties hereto with the corporate seal of each having been 
properly affixed and attested as of the day and year first above 


written, 


ALBERTA AND SOUTHERN GAS CO, LTD, 


By Seon aOR ON 
President 
By Reo. MLN TON 


secretary 


CANADIAN-MONTANA PIPE LINE COMPANY 


By OAM B.. CHASE 
Vice President 
By Dod SMOCA LG 


Assistant Secretary 
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Lb, Montana PowEeR COMPANY 


GENERAL OFFICES 
ELECTRIC BUILDING 


BUTTE. MONTANA 
November 29, 1957 


Mr. Fred Searls 

General Attorney 

Pacific Gas & Electric Company 
245 Market Street 

San Francisco 6, California 


Dear Fred: 


In accordance with our phone conversation of November 27 regarding 
the Contract between Alberta and Southern Gas Co. Ltd. and the Canadian-Montana 
Pipe Line Company for the purchase of gas by the latter company from the former 
company it is understood that the intention of the parties under Paragraph 2, 
"Basic Obligations and Conditions" was to include the securing of any necessary 
import authorizations by The Montana Power Co. The Montana Power Company agrees 
that it will proceed with diligence to procure such authorizations as may be 
necessary to enable Canadian-Montana Pipe Line Company to perform its obligations 
under the aforesaid contract including such authorizations as may be required 
for any subsequent expansion of their undertaking. 


Likewise under Paragraph 13.4 the reference to "The Project's then 
existing governmental authorizations" shall be deemed to include The Montana 
Power Company's then existing governnental authorizations in connection with 
this project. 


If you are in accordance with the above will you please have an 
appropriate officer of the Alberta and Southern Gas Co. Ltd. sign an acceptance 
in the space below. 


Yours very truly, 


W. W. German 
WWG/ jr Vice President 


Accepted December 4, 1957 


ALBERTA AND SOUTHERN GAS CO. LTD. CANADTA NAMONTA NA iy LINE COMPANY 
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THIS GAS SALE CONTRACT made this 15th day of 
October pS Lh. 


BETWEEN: 

ALBERTA AND SOUTHERN GAS Co. LTD,, & body 

corporate, having an office and carrying on 

business in the City of Calgary, in the 

Province of Alberta, (hereinafter referred 

to as 'Gas Company") 

OF THE FIRST PART 
- and - 

PACIFIC GAS TRANSMISSION COMPANY, a corporation 

existing under the laws of California, having 

its principal office in the City of San Francisco, 

California, (hereinafter referred to as "Pacific 

Transmission") 

OF THE SECOND PART 
Wee le N eho STH DO HeA Ts 

WHEREAS Gas Company has contracts and will obtain 
additional contracts for the purchase of natural gas from 
certain fields in the Province of Alberta anda proposes to 
export the principal amount of such gas to California by 
means of The Project; and 

WHEREAS The Project is a natural gas pipeline 
project whose principal purpose is the transportation of 
natural gas from Canada to the existing integrated transmission 
and distribution system of Pacific Gas and Electric Company 


(hereinafter referred to as P.G. and E.) in northern California; 


and 
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WHEREAS the participants in The Project are (1) 
Gas Company, (2) Alberta Gas Trunk Line Company Limited, 
an Alberta corporation proposing to transport gas for the 
Project in Alberta, (3) S & M Pipeline Limited, a Canadian 
corporation proposing to transport gas for The Project from 
Alberta across British Columbia to the International Boundary, 
(4) Pacific Transmission and (5) P.G. and E.; and 

WHEREAS Pacific Transmission desires to purchase 
gas from Gas Company at the International Boundary and to 
transport the gas across Idaho, Washington and Oregon to 


California for sale and delivery to P.G. and E, 


NOW THEREFORE the parties agree as follows: 
1. DEFINITIONS 

For the purpose of this Contract the following words and 

terms are defined as follows: 

1,1 The word "day" shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 3:00 o'clock a.m, 
Mountain Standard Time, 

1.2 The word "month" shall mean a period beginning at 
8:00 o'clcok a.m. on the first day of a calendar month and 
ending at 8:00 o'clock a.m, on the first day of the next 


succeeding calendar month, 
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1.3 The term "contract year" shall mean a period of 
twelve (12) consecutive months beginning with the month of 
July, the first contract year to begin with the month of 
July next following the date eas is first delivered hereunder, 

1.4 The word "gas" shall mean natural Gas, 

1.5 The term "cuble foot" of gas shall mean that quantity 
of gas which, at a temperature of Sixty degrees (60°) Fahrenheit 
and at a pressure of 14,73 pounds per square inch absolute, 
occupies one (1) cubic foot. 

1.6 The term "Mcf" shall mean one thousand (1,000) cubic 
feet of gas and shall be measured as set forth in paragraph 9 
hereof, 

Lodanethe stem "BTU" shall mean British Thermal Unit. 

1.3 The term "gross heating value" shall mean the number 
of BIU's in a cubie foot of gas saturated with water vapor, 


tee ine verm pete’ shall mean pounds per square inch gauge, 


e. BASIC OBLIGATIONS AND CONDITIONS 

e.l1 Before The Project can be constructed and Cperated, all 
permits, certificates and other authorizations required under 
applicable laws and regulations must be obtained. Both parties 
agree that they will proceed with diligence to procure such 
authorizations as may be necessary for performing their obliga- 


tions hereunder and for their participation in The Project, 
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including such authorizations as may be required for any 
Subsequent expansion of The Project. 

2.2 Pacific Transmission agrees that upon the obtaining 
of all such necessary authorizations by all participants in 
The Project, it will proceed with diligence to construct, 
maintain and operate, in accordance with best pipeline practice, 
& gas transmission system capable of receiving all gas to be 
delivered by Gas Company in accordance with paragraph 4. 

2.3 Gas Company agrees to sell and deliver, and Pacific 
Transmission agrees to purchase and receive, daily volumes of 
gas in accordance with paragraph 4. 

2.4 Pacific Transmission agrees to pay Gas Company in 
accordance with the monthly cost of service basis provided for 


in paragraph 12 for the gas sold and delivered hereunder. 


3. TERM OF CONTRACT 
This Contract shall be effective from the date hereof and 
shall continue for as long as The Project is able to operate in 


such manner as to accomplish its principal purpose, 


4, QUANTITY OF GAS 
4,1 The Daily Contract Quantity is 436 MMcf per day or 


such higher amount as may from time to time be agreed upon by 


the parties. 
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4,2 Gas Company shall deliver each day to Pacific Transmission 
the volumes of gas requested by Pacific Transmission, not to exceed 
the Daily Contract Quantity in any one day unless Gas Company 
consents to deliver the requested excess quantity. Pacific Trans- 
mission shall take during each contract year, if available here- 
under, Or pay Tor in accordance with paragraph 12.1(a), if avail- 
able and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, 
however, that Pacific Transmission shall take, if available here- 
under, not less than a minimum average daily volume equal to eighty 
percent (380%) of the Daily Contract Quantity during each month and 
a minimum volume equal to seventy-five percent (75%) of the Daily 
Contract quantity on each and every day. 

4,3 If Pacific Transmission fails to take an average daily 
quantity equal to nlnety percent (90%) of the Daily Contract Quantity 
during any contract year, Pacific Transmission shall have the right, 
during the next two (2) succeeding contract years after it has 
taken an average daily quantity equal to ninety percent (90%) of 
the Daily Contract Quantity during each such year, to take a 
quantity of gas up to the quantity paid for but not taken, butmt 
to exceed the Daily Contract Quantity in any one day unless Gas 
Company consents to deliver the requested excess quantity. Payments 
made pursuant to paragraph 4,2 for gas available but not taken shall 
be allowed as credits under paragraph 12.1(a) in the billing month 


when such gas is taken under this paragraph, 
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4.4 Gas Company and Pacific Transmission shall notify each 
other from time to time, as necessary, of expected changes in 
the rates of delivery or receipt of @as, or in the pressures or 
other operating conditions, and the reason for such expected 
changes, to the end that the other party may be prepared to 


meet them when they occur, 


5. POINT OF DELIVERY 

The point of delivery for gas to be sold hereunder shall 
be at the junction of the pipelines of S & M Pipeline Limited 
and Pacific Transmission located at the International Boundary 


between the Province of British Columbia and the State of Idaho. 


6. DELIVERY PRESSURE 

Gas Company agrees to deliver the gas to Pacific Transmission 
at such pressure as the latter may require from time to time 
up to the maximum of either seven hundred (700) pounds psig 
or the maximum pressure that can be made available at the 
principal point of delivery with the then existing facilities, 


whichever is higher. 


foe aVALLTY OF GAS 
7.1 Quality Standards: The gas which Gas Company delivers 


hereunder to Pacific Transmission shall be merchantable gas, at 
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all times complying with the following quality reyuirements: 


(a) Heating Value: The gas delivered hereunder 


Shall have a gross heating value of not less than nine hundred 
and seventy-five (975) BTUs per cubic foot, but, with the consent 
of Pacific Transmission, gas at a lower gross heating value may 


be delivered, 


(b) Freedom from Objectionable Matter: The gas 


delivered hereunder: 


(1) Shall be commercially free from sand, dust, 
gums, crude oil, impurities and other objectionable substances 
which may be injurious to pipe lines or which may interfere 
with its transmission through pipe lines or its commercial 
utilization, 

(2) Shall not have a hydrocarbon dew-point in 
excess of fifteen degrees (15°) Fahrenheit at pressures up to 
eight hundred (800) pounds per square inch gauge. 

(3) Shall not contain more than one (1) grain 
of hydrogen sulphide per one hundred (100) cubic feet, 

(4) Shall not contain more than ten (10) grains 
of total sulphur per one hundred (100) cubic feet. 

(5) Shall not contain more than two percent (24) 


by volume of carbon dioxide. 
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(6) Shall not contain more than four (4) pounds 
of water vapor per one million (1,000,000) cubic feet, 

(7) Shall not exceed one hundred and ten degrees 
(110°) Fahrenheit in temperature at the point of delivery, 

(8) Shall be as free of oxygen as it can be kept 
through the exercise of all reasonable precautions, and shall 
not in any event contain more than four-tenths per cent (0.4%) 


by volume oxygen, 


hue Quality Tests 


(a) At the point of delivery or at such other points 
as may be mutually agreed upon Pacific transmission shall take 
€as samples for determining the Gross heating value of gas 
received for transportation hereunder, Such Samples shall be 
tested by Pacific Transmission utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accord- 
ance with General Order No. 58B, "Standards Of Calorimetry for 
Gaseous Fuels," approved December 28, 1955, by the Public Utilities 
Commission of the State of California, or any subsequent revision 
thereof acceptable to both parties. The gas samples to be tested 
shall be representative of the gas delivered hereunder at the time 
such samples are taken and may be either spot Samples or samples 
taken over a period of time. Samples shall be taken at reasonable 


intervals by Pacific Transmission. The Gross heating value determined 
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by any test shall apply to the gas received hereunder from the 
date the spot sample was taken or from the commencement date of 
a Sample taken over a period of time, as the case may be, 

until the next test. The gross heating value per cubic foot 

of gas shall be determined for any month by taking the 
arithmetical average of the daily heating values as determined 


in accordance with this paragraph 7.2(a). 


Cbdanhtuths point of delivery or at such other points 
as may be mutually agreed upon Gas Company shall cause tests 
to be made to determine the total Sulphur, hydrogen sulphide, 
mercaptan sulphur, carbon dioxide and oxygen content of the 
gas, by approved standard methods in general use in the gas 
industry, and to determine the water vapor content of such gas by 
the use of a dew-point apparatus approved by both parties, 
Tests shall be made frequently enough to assure that the gas 
is conforming continuously to the quality requirements, 
Pacific Transmission shall have the right to require Gas Company 
to have remedied any deficiency of the gas in quality and, in 
the event such deficiency is not remedied, the right, in 
addition to all other remedies available to it by, law, to 
refuse to accept such deficient gas until such Defi el ences 


remedied, 
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8. MEASURING EQUIPMENT 
Se Installation: At the point of delivery all £as volume 
measuring equipment, devices and materials shall be furnished, 
installed, maintained ana operated by Pacific Transmission at 
its expense, Gas Company and S & M Pipeline Limited may install 


and operate check measuring equipment provided it does not 


interfere with the use of Pacific Transmission's equipment. 


2 ae Testing Meter iigquipment: The accuracy of each party's 
measuring equipment shall be verified by test, using means and 
methods acceptable to the other party, at least once each month 
Or at such other interval ag may be mutually agreed upon, 
and at other times upon request of the other party. Notice of 
the time and nature of each test shall be given by the party 
conducting the test to the other party sufficiently in advance 
to permit convenient arrangement for the presence of the 
representative of the other pertyse df emiter notice, the other 
party fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next 
test. If anyjofrthe measuring equipment is found to be registering 
inaccurately in any percentage, it shall be adjusted at once to 
read as accurately as possible, All tests of such measuring equip- 
ment shall be made at the expense of the party conducting the Same, 


except that the other party shall bear the expense of tests made 
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at its request if the inaccuracy is found to be two percent (2%) 


or less, 


38.3 Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount 
exceeding two percent (2%) at a reading corresponding to the 
average hourly rate of flow, the previous readings of such 
equipment shall be corrected to zero error for any period 
definitely known or agreed upon, or if not so known or agreed 
upon, for a period of sixteen (16) days or one-half (1/2) of the 
elapsed time since the last test, whichever is shorter. If the 
measuring equipment 18 out of service, the volume of gas 
delivered during such period shall be determined: 

(a) By using the data recorded by any check measuring 
equipment accurately registering; or 

(bo) If such check measuring equipment is not register- 
ing accurately but the percentage of error is ascertainable by 
a calibration test, by using the data recorded, corrected to 
zero error; or 

(c) If neither of the methods provided in (a) and (b) 
above can be used, by estimating the quantity delivered, by 
reference to deliveries under similar conditions during a period 


when the equipment was registering accurately. 
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No correction shall be made in the recorded volumes of gas 
delivered hereunder for inaccuracies in measuring equipment of 


two percent (2%) or less, 


9. MEASUREMENTS 

9.1 Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured 
(except for correction for deviation from Boyle's Law), in accord- 
ance with the methods prescribed in "Orifice Metering of Natural 
Gas,'' Gas Measurement Committee Report No. 3, of the American Gas 
Association, including the Appendix thereto, as published April 


1955, or any subsequent revision thereof acceptable to both parties, 


9.2 Deviation from Boyle's Law: Correction shall be made for 
deviation of the gas from Boyle's Law at the pressure and tempera- 
ture at which the gas is metered, To determine the factors for 
such correction a quantitative analysis of the gas shall be made at 
reasonable intervals with such apparatus as shall be agreed upon 
by both parties, and such factors shall be obtained from data 
contained in 'Supercompressibility Factors for Natural Gas," 
Volumes 1 through 6, inclusive, or in "Tables for the Determination 
of Supercompressibility Factors for Natural Gas Containing Nitrogen 
and/or Carbon Dioxide," Volume 7, as published by the American Gas 
Association in 1955, or any subsequent revision thereof acceptable 


to both parties. 
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9.3 Specific Gravity: Tests to determine the specific 
gravity of the gas being metered shall be made in acoordance with 
the American Petroleum Institute's Recommended Practice 50A dated 
June 1957, or any subsequent revision thereof acceptable to both 
parties, The gas samples to be tested shall be representative of 
the gas delivered hereunder at the point of receipt or delivery 
at the time such samples are taken and may be either spot samples 
or samples taken over a period of time. Samples shall be taken 
at reasonable intervals by the party conducting the tests, 
provided that additional samples shall be taken when requested 
by the other party. The specific gravity determined by any test 
Shall apply to the gas delivered hereunder from the date the 
Spot sample was taken or from the commencement date of a sample 
taken over a period of time, as the case may be, until the next 


test, 


9.4 Flowing Temperature: The flowing temperature of the gas 
being metered shall be determined by means of a recoroine 
thermometer of a type acceptable to both parties, installed 
and maintained in accordance with the specifications set forth 
in said Gas Measurement Committee Report No. 3. The arithmetical 
average of readings each day shail be deemed the gas temperature 


and used in computing the volumes of gas metered during such day, 
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10, INSPECTION OF EQUIPMENT AND RECORDS 


10.1 Transmittal of Records to Gas Company: Pacific 
Transmission shall send to Gas Company copies of all measuring 
and testing charts, data and information collected at each point 
of receipt as soon as practicable after daily collection thereof 
80 that Gas Company can keep current information on the volumes, 


BTU content and quality of the gas delivered hereunder, 


10,52 ilnapection of Equipment and Data: Each party shall have 
the right to inspect equipment installed or furnished by the other, 
and the charts and other measurement or test data of the other, 
at all times during business hours; but the reading, calibration 
and adjustment of such equipment and changing of charts shall be 
done only by the party installing or furnishing same. Unless 
the parties otherwise agree, each party shall preserve all original 
test data, charts and other similar records in such party's posses- 


Sion, for a period of at least six (6) years. 


10.3 Information for Billing: When information necessary 


for billing by Gas Company is in the control of Pacific Transmission, 
Pacific Transmission shall furnish such information for the billing 
month to Gas Company on or before the third (3rd) working day 

of the month following the billing month. 
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10.4. Verification of Computations: Both Gas Company and 
Pacific Transmission shall have the right to examine at reasonable 
times the books, records and charts of the other to the extent 
necessary to verify the accuracy of any statement, charge or compu- 


tation made pursuant to this Contract. 


di. BILLING AND PAYMENT 

11.1 Billing: On or before the fifth (5th) working day of 
each month, Gas Company shall render to Pacific Transmission both 
(a) a preliminary bill for service rendered during the previous 
month (herein called the billing month) and (b) an adjusted bill 
for the actual cost of service rendered during the month preceding 
the billing month. The preliminary bill shall be composed of (a) 
the amount computed for the cost of gas under paragraph 12.1(a) 
for the billing month and (b) the amount of all other costs under 
paragraph Te paty) included in the adjusted bill for the month pre- 
ceding the billing month. 

11.2 Payment: On or before the twenty-second (22nd) day of 
each month Pacific Transmission shall pay Gas Company in lawful 
money of Canada at Gas Company's office, Calgary, Alberta, the 


amount of the preliminary bill rendered by Gas Company for the 
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billing month in accordance with this paragraph 11, adjusted by 
Pacific Transmission to account for the difference between the 
preliminary and adjusted bills for the month preceding the 
billing month, 

11.3. Interest on Unpaid Amounts: Should Pacific Transmission 
fail to pay the amount of any bill rendered by Gas Company as 
herein provided when such amount is due, interest thereon shall 
accrue at the rate of six percent (6%) per annum from the due 
date until the date of payment, 

11.4 Remedies for Failure to Pay: If such failure to pay 
continues for sixty (60) days after payment is due, Gas Company, 
in addition to any other remedy it may have, may suspend further 
delivery of gas until such amount is paid unless Pacific 
Transmission in good faith disputes the amount owing and pays 
Such amount as it concedes to be correct. Either party may 
Submit to arbitration in accordance with paragraph 17 any dispute 
as to the amount due Gas Company hereunder, 

11,5 Late Billing: If presentation of a bill by Gas 
Company is delayed after the due date provided in paragraph 11.1, 
then the time for payment shall be extended correspondingly unless 
Pacific Transmission is responsible for such delay. 

2.6 Correction of Billing Errors: In the event an error 


is discovered in the amount billed in any statement rendered by 


Of epst 


yd botavtbs If dqeiyssq - eind it iw sonabrooos mt ‘ed ‘pitlitd 7 
odd meswied sonets21Ib ond 01 jasoose ‘od fo laa tmenerT ofttest 
ont gnifeosiq Adon ens rot eilid besaulbs bas ‘yrenimifoqq 
 chderont aniiitd 
qoieaimensi? ofttost bluod2 :etnvomA biaqal no jeorodnl €.if 

68 Ynegmod end yd botebast [Lid yas to davoms one yeq oF list 
[fede mostedt duetetnt ,ovb ef dnvoms dove nsw hobivonq fisted 
eb ort sox? munis i9q (RO) taso1)sq xe to ejsr ot ts sirtoos 
| .tnemysq Io etsb sit Lica stab 
ysq of osuliet dove 21 sysI_ot oupitst sot getbomen #1 : 
<yosqmod 2aD ,sub elt tmemyeq z9dis eysh (00) yexte 102 eountsaod’ 
soridaut brogeve yem ,oveand yem JL ybomer tedto yns of mnolgibbs ak 
oltiosd eseiny bisq el teoms dove Litany esg. To eral Some 
aysa boas antwo dnvoms sit sotugqalb déisi booa at notes tmemsx? 
yen ytirsq teritia .tosT109 9d oF esbeomoo If es JMVOMs HOuB 
atuqelb yns Vi dqseipessq dttw eonsbioo0s Al noljstiidis oF timdva, 
 tebnyeted yisgmod asi sub dnvoms sad od 28 
280 vd tlid s to nolistnesstg II. | polite sted ¢. of Aaa 
LL dqetgstsq at beblvoga 99eh, sub add aetis boysieb, ad vag 
easinw ylanibaogestt09 babustxe | od Lisda toomyeq 193 0g49 ot eg : 
.wefeb dove 107 sidienoqesy at biter ot - 

torre as taeve edd al sexoT1G 0 


Page 17 


Gas Company, the amount of such error shall be adjusted, provided 
that claim therefor shall have been made within twelve (12) months 
from the date of such statement. The adjustment shall be made 
within thirty (30) days of such timely claim, 
12. COST OF SERVICE 

For gas purchased from Gas Company during the billing month, 
Pacific Transmission shall pay to Gas Company a cost of service 
charge calculated in accordance with this paragraph, 

12.1 Calculation: Such cost of service shall equal the sum 
of (a) and (b) below. 

(a) Cost of gas: The cost to Gas Company of gas deliv- 
ered hereunder during the billing month, This cost shall be computed 
by multiplying the total Mcf of such gas times the weighted average 
purchase price per Mcf paid by Gas Company for all gas purchased by 
Gas Company for delivery to it or for its account during the billing 
month. The cost of gas paid for but not taken, pursuant to paragraph 
4,2, shall be included under this paragraph Lee 1 eo4h The wast bili- 
ing month of each contract year and shall be based on Gas Company's 
annual, rather than monthly weighted average purchase price, Credit 
shall be allowed when required under paragraph 4,3, 

(b) All other costs: Gas Company's total cost of service 
for gas transmitting and selling in the Province of British Columbia 
during the billing month, and a proportion of Gas Company's 


total cost of service for gas purchasing, gathering, processing, 
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_ bransmitting and selling in the Province of Alberta during the 
billing month, This proportion shall be the fraction whose numer- 
ator is Pacific Transmission's Daily Contract Quantity (paragraph 
4,1) and whose denominator is the sum of the Daily Contract Quanti- 
ties of Pacific Transmission and Canadian-Montana Pipe Line Company. 
Gas Company's total cost of service for costs in addition to cost 
of gas for the billing month shall equal the sum of the following 
amounts: 

(1) Operating Expenses: Reasonable and necessary 
operating expenses for the billing month properly charged to 
Accounts 733 to 809 inclusive, except Account 745, of the Uniform 
System of Accounts Prescribed for Natural Gas Companies by the 
Federal Power Commission, as amended January 1, 195k. 

(2) Depreciation: One-twelfth (1/12) of the 
annual depreciation expense computed by the application of annual 
Straight line depreciation rates to the actual legitimate invest- 
ment in depreciable gas plant. In order to distribute equitably 


the cost of the facilities over the lifetime of The Project, the 


1 
Pe(n-1 
difference between the total investment and the balance in the 


applicable annual depreclation rate shall be times the 
depreciation reserve, both taken at the beginning of the nth year, 
(The symbol P represents a number equal to the number of years in 
the duration of (a) the Export Permit granted by the O11 and Gas 


Conservation Board of Alberta, or (b) the Export License granted 
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by the Minister of Trade and Commerce for Canada, or (c) the weighted 
average of the estimated physical life of the components of the de- 
preciable gas plant, whichever is shortest. The symbol n is the number 
of the particular year in question and is either equal to or less than 
eee, 

For example: 
First year depreciation: 4 of the total investment. 
Second year depreciation: aaa of the difference between the total 
investment and the balance in the depreciation reserve, both taken 


at the beginning of the second year. 

At such time as the aforesaid export permits are renewed, extended 
or supplemented or modified so as to prolong the export period, the 
unrecovered cost of the plant shall be determined and depreciation 
rates redetermined by the same method, 

A depreciation reserve account shall be set up and maintained 
under conventional accounting practice in accordance with the foregoing. 

(3) Amortization: Accruals recorded for the billing 
month for amortization of (i) amounts which would be classified as 
amortizable under Accounts 504,505 and 506 of the aforesaid system of 
accounts and (ii) all pre-operation costs of Gas Company incurred for 
Project purposes (for example, cost of obtaining governmental authori- 
zations, cost of negotiating contracts, interest on funds borrowed, 
tax, and administrative and general expenses) to the extent, if any, 
that such costs are not amortizable under one of the above accounts. 

(4) Taxes: Accruals recorded for the billing 
month with respect to income and other taxes associated with natu- 


ral gas operations, adjustments of accruals for tax expenses 


Of segs 


beddptew eft (o) to ,sbensd tol eotemmod bas ebsiT to coves edd ace | 
‘.9b edd to ednenoqmos edt to etll Ieotaydq betamises eft to egsTevs 


sadn edt ef a fodmye edT -daedione ei reveroldw ,inetq 20g eldstoera | | 
medd seel to of Laupe norte et bie notteeup at in98y seluotsaag, etlt to. 


| ah 


:elqusxe 16%. . 


.Inemseavnt Lasot adt to 5 nc 


Ietot edt neowted sonetetIib edz To rin ‘iabaniaacca a 


nexed dtod ,eviseet notsatooieh od¢ at eomelsd eft boa Jnendeevar 


-tpey bnoosse eft to gninntged and gs 
bebuesxe ,hbewenet eis edioreq sioqxe bheesinls edd es emis Aove th 
edt ,botteq stoqgxe edt gnoforg.o¢ #8 of bettibom +o besnemelqque. 10 
sotsgatosiaeb bas bentmyeseb ad [fade tnsiq elt to te00 Dbetevosetay 
-bodtem onee eft yd benimietebet secat 
bantedntem bos qu tea ed Ilsa sayooon evieest notdstosigeb A jee 
santone10? edd déitw sonshtosos at, eolsoaag gnigauooos Isnoltsnevnoo-aebry 
antifid edd sot bebtoces elaurooA imotgeetoiomA. (£) . @ nie 
as betitesale ed blyow doicw adtnwoma (£) Yo notdesissome 10% dégom 
‘to medave biseexo'tes elt to A028 boa 202,d02 atewoooA tebae eldaskosoms 
to% bexwont yasqmod as0 to adeoo notdaseqorerq Lie, (Lt) bas edanosos 
~ttoddwes Ladtcomarevoy aatniatde to te00 , olqmexe 101) senoqmwq, toaton4 | 
~heworr0d ebnyt mo saerednt ,evostdnoo antgattoged to. 200 ,emottex 
(Ye Bb ydnesxe edd of (eeeneqxe faneneg aver tence 
2090908. evods eg lo eno sebav efdastaxoma gon exe 83 
| gnttitd ede x01. epee disheneemae: i 


| 


« 
; 


Page 20 


included in previous bills and any taxes paid but not included in 
previous bills. 

(5) Return: Return at an annual rate of seven and 
one-half percent (7-1/2%) computed for each billing month by the 
application of the monthly rate of 0.625% to the net investment base 
determined as follows: 

As of the date of initial operation and as of each January 1 and 
July 1 thereafter, a net investment base shall be calculated from the 
sum of the items listed below, provided, however, that whenever a 
substantial addition or retirement of property occurs, Gas Company 
shall recompute the rate base in accordance with this paragraph, 
effective the first day of the month following the date of commercial 
operation of such addition or the effective date of such retirement 
of property: 

(i) The actual legitimate original investment 
in gas plant in service, gas plant held for future use, and facilities 
in process of construction but actually being used in gas operations, 
less the balance in depreciation and amortization reserves and con- 
tributions in aid of construction. 

(ii) Working capital allowance represented by 
the sum of (a) the average of the monthly balances of prepayments, 
necessary materials and supplies for operating purposes, and (b) 
cash working capital equivalent to one-eighth (1/8) of cash opera- 
ting expenses (exclusive of gas purchased) for the preceding 


twelve (12) month period less fifty percent (50%) of the annual 
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amount included in the cost of service for income taxes for the pre- 
ceding twelve (12) months before the date of computation of the rate 
base hereunder, and (c) the unamortized balance of amounts being 
amortized under subparagraph 12.1(b)(3), if any, which are not in- 
cluded under division (i) of this subparagraph (5); provided that 
during the first twelve (12) months of service by Gas Company the 


cash working capital shall be estimated as » 


(6) Credits: Credit amounts for revenues received 
by Gas Company from other gas purchasers, not including Canadian - 
Montana Pipe Line Company, as payment for service costs of the type 
described in paragraph 12.1(b), but not including payments of the 
type described in paragraph 12.1(a). 

12.2 Adjustment for Accrued and Deferred Items; Income and ex- 
pense accounts for each month shall reflect accrued and deferred items. 
Accruals shall be adjusted to reflect the difference between accruals 
and actual amounts when conclusive determinations and settlements are 
made. 

12.3 Cost of Gas Produced by Gas Company: If and when gas for 
The Project is delivered to or for the account of Gas Company from 
production of its own the parties hereto will negotiate a supplement 
to this contract to provide the method of determining and apportioning 
Gas Company's cost of service to be included herein for such production. 

Teck. henegouiation of Proportion Under le.1(b). If either 
Canadian - Montana Pipe Line Company or Pacific Transmission shall take, 
during any month, a total quantity of gas in excess of 105% of its 
contract quantity for that month (computed by multiplying the daily 


contract quantity by the number of days in the month in question) then 
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either party shall, upon request, be entitled to a renegotiation to 
determine the equitable proportion of costs described in paragraph 
12.1(b) to be paid by Pacific Transmission under such conditions. In 
the event that the parties are unable to agree and either is dissatis- 
fied with the manner in which negotiations are proceeding, such party 
shall have the right to refer the matter to arbitration in accordance 
with paragraph 17. 
13. FORCE MAJEURE 

ioe It either party to this Contract Shall rari to’ perforn any 
obligation hereby imposed upon it and such failure shall be caused, or 
materially contributed to, by any acts of God, strikes, lockouts, or 
other industrial disturbances, acts of the Queen's enemies, sabotage, 
wars, blockades, insurrections, riots, epidemics, landslides, lightning, 
earthquakes, floods, storms, fires, washouts, arrests, restraints of 
rulers and peoples, civil disturbances, explosions, breakage’ of or 
accident to machinery or lines of pipe, hydrate obstructions of lines 
of pipe, inability to obtain pipe, materials or equipment including 
those necessary for The Project, any legislative, administrative or 
judicial action which has been resisted in good faith by all reasonable 
legal means, the exercise by the Alberta Utilities of their gas priority 
right, or any act or omission whether of the kind herein enumerated 
or otherwise not within the control of the party invoking this para- 
graph and which by the exercise of due diligence such party could not 
have prevented, or shall be occasioned by the necessity for making 
repairs to or reconditioning machinery, equipment, or pipelines, not 
resulting from the fault or negligence of such party, such failure 


shall be deemed not to be a breach of the obligation of such party 
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hereunder, but such party shall use reasonable diligence to put 
itself in a position to carry out its obligations hereunder, 
Nothing contained herein shall be construed to require either 
party to settle a strike or lockout by acceding against its 
Judgment to the demands of the opposing parties, 

13.2 No such cause affecting the performance of this Contract 
by either party shall continue to relieve such party from its 
obligation after the expiration of a reasonable period of time 
within which by the use of due diligence such party could have 
remedied the situation preventing its performance, nor shall any 
Such cause relieve either party from its obligation to make payment 
of amounts due and owing hereunder before the occurrence of such 
cause, nor shall any such cause relieve either party from any 
obligation hereunder unless such party shall give notice thereof 
in writing to the other party with reasonable promptness; and like 
notice shall be given upon termination of such cause, Whenever 
any such cause affects the ability of Gas Company to deliver gas to 
both Montana and Pacific Gas Transmission any resulting 
curtailment shall, to the extent practicable, be divided between 
said recipients in proportion to their Daily Contract quantities, 

13.3 Whenever any such cause results in an impairment of the 
transmission capacity of facilities owned by Gas Company to the ex- 
tent that there is a reduction in the daily volumes of gas that 


otherwise would have been delivered to Pacific Transmission, 
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then the monthly cost of service charge payable by Pacific Transmis- 
Sion under paragraph 12,1(b) (exclusive of payment to others for 
transmission and/or compression of Gas Company's gas) shall be 
diminished by an amount equal to the total monthly Charge which 
otherwise would have been payable under paragraph 12.1(b) (exclusive 
of certain payments to others as aforesaid) multiplied by the frac- 
tion whose numerator is that quantity of gas incapable of delivery 
during the billing month because of such cause and whose denominator 
is the total quantity of gas, determined at the end of the billing 
month, which otherwise would have been delivered during that month 
if no such cause had interfered, 

loo lf any of The Project's then existing governmental 
authorizations to purchase, transport, export or import gas is 
modified, whether by legislative, administrative or Judicial action, 
in any way that results in diminishing the quantity of gas, deter- 
mined at the end of the billing month, which otherwise would have 
been delivered to Pacific Transmission hereunder during that month, 
then the monthly cost of service charge payable by Pacific Trans- 
mission under paragraph 12.1(b) (exclusive of payment to others 
for transmission and/or compression of Gas Company's gas) shall be 
diminished by an amount equal to the total such monthly charge 
which otherwise would have been payable under paragraph 12,1(b) 
(exclusive of certain payments to others as aforesaid) multiplied 


by the fraction whose numerator is that quantity of gas incapable 
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of delivery during the billing month because of such modification 
and whose denominator is the total quantity of gas which otherwise 
would have been delivered during the month if no such modification 
had occurred, provided, however, that such modification was 
resisted by Pacific Transmission in good faith by all reasonable 


legal means, 
14, WARRANTY AND PASSAGE OF TITLE 
en UAE UI LILI LE 


Gas Company warrants the title of all gas delivered hereunder 
and the right to deliver the same and that such gas will be free 
from all liens and adverse Claims. Title to gas sold hereunder 
Shall pass to Pacific Transmission at the point of delivery 


at the International Boundary, 
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15, POSSESSION OF GAS AND RESPONSIBILITY 

AS between Gas Company and Pacific Transmission, Pacific 
Transmission shall be deemed to be in control and possession of, 
and responsible for, all yas delivered hereunder from the time 


that such gas is received by it’ at ‘the point’ of delivery, 


16, LIABILITY oF PARTIES, 


Gas Company and Pacific Transmission each assume full respounsi- 
bility and tiability for the maintenance and Operation Gr its 
respective properties and shall indemnify and save harmless the 
other party from all liability and expense on account of any and 
all damages, claims or actions, including injury to and death of 
persons, arising from any act or accident in connection with the 
installation, presence, maintenance and operation of the property 
(other than gas) and equipment of the indemnifying party, or in 
connection with the presence of €as in the control and possession 


of the indemnifying party. 


17. ARBITRATION 

Any arbitration provided for in this Contract or agreed to by 
the parties shall be conducted in accordance with the following 
procedures and principles: 

Upon the written demand of either party and within ten (10) 


days from the date of such demand, each party shall appoint an 
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arbitrator and the two arbitrators 80 appointed shall promptly 
thereafter appoint a third. If either party shall fail to appoint 
an arbitrator within ten (10) days from the date of such demand, 
then the arbitratr shall be appointed by a judge of the Supreme 
Court of Alberta, If the two arbitrators Shall fail within ten 
(10) days from their appointment to agree upon and appoint the 
third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court 
of Alberta, 

The arbitrators shall proceed immediately to hear and deter- 
mine the matter in controversy. The award of the arbitrators, or a 
majority of them, shall be made within forty-five (45) days after 
the appointment of the third arbitrator, subject to any reasonable 
delay due to unforeseen circumstances. 

The award of the arbitrators shall be drawn up in writing and 
Signed by the arbitrators, or a majority of them, and shall be 
final and binding on the parties, and the parties shall abide by 
the award and perform the terms and conditions thereof, Unless 
otherwise determined by the arbitrators the fees and expenses of 
the arbitrator named for each party shall be paid by that party 
and the fees and expenses of the third arbitrator shall be paid in 


equal proportion by both parties, 
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18, MISCELLANEOUS PROVISIONS 

138.1 Waiver of Default: No waiver by either party of any 
default by the other under this Contract shall operate as a waiver 
of any continuing or future default, whether of a like or differant 
character. 

18.2 Assignability: This Contract shall bind and inure to 
the respective successors and assigns of the parties hereto, but 
no assignment shall release either party from such party's obli- 
gations hereunder without the written consent of the other party, 
which consent shall not be unreasonably withheld. Nothing contained 
herein shall prevent elther party from pledging or mortgaging its 


rights hereunder as security for its indebtedness. 


18,3 Address of Parties: Every request, notice, statement 
and bill provided for in this Contract shall be in writing and each 
of them and every payment provided for herein shall be directed to 
the party to whom given, made or delivered at such party's address 
as follows: 
Alberta and Southern Gas Co. Ltd. 
140 Sixth Avenue, S.W, 
Calgary, Alberta 
Pacific Gas Transmission Company 
245 Market Street 
San. Francisco, California 
Either party may change its address by giving written notice 


to the other party. Any notice hereunder shall be deemed to have 
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been given forty-eight (48) hours after such notice has been 


deposited in a Post Office with requisite postage thereon. 


18.4 Contract Subject to Laws: This Contract and the rights 
and obligations of the parties hereunder are subject to all present 
and future laws, rules, regulations and orders of any legislative 
body or duly constituted authority now or hereafter having 


jurisdiction, 


aS Law for interpretation: ‘This Contract shall be construed 


in accordance with the laws of the Province of Alberta, 


18.6 Effect of Headings: The headings used throughout this 
Contract are inserted for reference purposes only and are not to 
be considered or taken into account in construing the terms and 
provisions of any paragraph nor to be deened in any way to qualify, 


modify or explain the effects of any such provision or terms, 


IN WITNESS WHEREOF this Contract has been properly executed 
by the parties hereto with the corporate seal of each having been 
properly affixed and attested as of the day and year first above 
written. 


ALBERTA AND SOUTHERN GAS CO. LTD. 


By Uda beter Wry LON 
President 
By Rice LN TON 
secretary 

PACIFIC GAS TRANSMISSION COMPANY 
By N. R, SUTHERLAND 

a Spesiden 
By ie oo MANHARD), 


ecretary 
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PROPOSED FORM OF GAS TARIFF 
AND 
SERVICE AGREEMENT 
TO BE FILED WITH THE 
FEDERAL POWER COMMISSION 
TO COVER SALES BY 
PACIFIC GAS TRANSMISSION COMPANY 
TO 
PACIFIC GAS AND ELECTRIC COMPANY 


—_______ Ee 


ALBERTA AND SOUTHERN GAS CO. LTD. 


= Poh eee 

AS een EY: 
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PACIFIC GAS TRANSMISSION COMPANY 
245 Market Street 
San Francisco 6, California 


SUtter 1-4211 


October 15, 1957 


Pacific Gas and Electric Company 
245 Market Street 
San Francisco 6, California 


Gentlemen: 


Attached hereto is a proposed form of gas tariff con- 
sisting of a Rate Schedule, General Terms and Conditions and 
Service Agreement, 


This proposed filing is intended to express the terms 
and conditions upon which we have agreed for the sale of gas 
to you at the California-Oregon boundary. Upon acceptance 
of the proposed filing by the Federal Power Commission after 
it has granted necessary authorizations for this Company's 
portion of the Alberta to California project, we agree to 
execute a service contract with you in the form proposed. 


If you agree that the proposed filing correctly expresses 
the terms and conditions for said sale of gas will you please 
so indicate on one of the two signed copies of this letter and 
return it to us, 


PACIFIC GAS TRANSMISSION COMPANY 


By N, ae SUTHERLAND 
President 


By &. E. MANHARD 
secretary 
We agree that the attached proposed filing correctly 
expresses the terms and conditions upon which we have agreed 
for the sale of gas as therein described and undertake to 


execute a service agreement in the form provided when said 
filing shall have been accepted by the Federal Power Commission, 


PACIFIC GAS AND ELECTRIC COMPANY 


By ROBERT H, GERDES 
Executive Vice President 


By JOHN F, TAYLOR 
Assistant Secretary 
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PRELIMINARY STATEMENT 


Pacific Gas Transmission Company is a participant in a 
natural gas pipeline project (hereinafter referred to as The 
Project) whose principal purpose is the transportation of natural 
gas from Canada to the existing integrated transmission and 
distribution system of Pacific Gas and Electric Company in 
California. The Project will be placed in cperation as soon 
as ilts participants have obtained all necessary governmental 
authorizations and have completed constructicn of the transmissicn 
system, 

The natural gas for The Project is purchased in Alberta, 
Canada, by Aiberta and Southern Gas Co. Ltd. which proposes to 
sell and deliver the gas at the British Columbia - Idaho boundary 
to Pacific Gas Transmission Company (hereinafter referred to as 
Seller). Seller proposes to transport the gas to the Oregon - 
California boundary through a natural gas transmission system 
it proposes to construct, own, maintain and operate. At the 
Oregon-California bouncary Seller proposes to sell and deliver 
the gas on a cost of service basis to Pacific Gas and Electric 
Company, at present its only customer, 

This Tariff is based on the existing fact that Seller has 
only one customer at the present time. In the event that Seller 
undertakes to serve additional customers, Seller would propose to 


file the necessary additions to and modifications of this tariff. 
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RATE SCHEDULE 
PIPE LINE SALE 
ny Availability: This rate schedule is available to 
Pacific Gas and Electric Company (hereinafter called "Buyer") 
for purchase of natural gas from Pacific Gas Transmission 


Company (hereinafter called "Seller"). 


ote Applicability and Character of Service: This rate 
schedule shall apply to all sales of natural gas by Seller to 


Buyer. Seller shall deliver to Buyer such daily volumes of gas 
as Buyer may desire up to Buyer's maximum daily contract quantity 
as specified in the executed service agreement. Deliveries of 
gas shall be firm and not subject to curtailment or interruption 
except as provided in the General Terms and Conditions, 

Deliveries by Seller shall be made so as to meet the 
routine hour to hour dispatching requirements of Buyer's system, 
and when requested by Buyer the rate of delivery in any hour 
Shall be varied to meet Buyer's requirements to the extent 


feasible within operational limits. 


ce Cost of Service: For gas purchased from Seller during 
the billing month, Buyer shall pay to Seller a cost of service 
charge calculated in accordance with this paragraph. 
3.1 Calculation: Such cost of service shall equal 
the sum of the following amounts: 
(1) Operating Expenses: Reasonable and necessary 


operating expenses for the billing month properly charged to 
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Accounts 733 to 809 inclusive, of the Uniform System of Accounts 
Prescribed for Natural Gas Companies by the Federal Power 
Commission, as amended January 1, 1954, 

(2) Depreciation: One-twelfth (1/12) of the 
annual depreciation expense computed by the application of 
annual straight line depreciation rates to the actual legitimate 
investment in depreciable gas plant. In order to distribute 
equitably the cost of the facilities over the lifetime of The 
Project, the applicable annual depreciation rate shall be 
1/(P-(n-1)) times the difference between the total investment 
and the balance in the depreciation reserve, both taken at the 
beginning of the nth year. (The symbol P represents a number 
equal to the number of years in the duration of (a) the Export 
Permit granted Alberta and Southern Gas Co. Ltd. by the Oil 
and Gas Conservation Board of Alberta, or (b) the Export 
License granted said company by the Minister of Trade and 
Commerce for Canada, or (c) the weighted average of the 
estimated physical life of the components of the depreciable 
gas plant, whichever is shortest. The symbol n is the number 
of the particular year in question and is either equal to or 
less than P,) 

For example: 

First year depreciation: 1/P of the total investment. 
second year depreciation: 1/(P-1) of the difference between 
the total investment and the balance in the depreciation 


reserve, both taken at the beginning of the second year. 
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At such time as the aforesaid export permits are 
renewed, extended or supplemented or modified so as to prolong 
the export period, the unrecovered cost of the plant shall be 
determined and depreciation rates redetermined by the same 
method. 

A depreciation reserve account shall be set up and 
maintained under conventional accounting practice in accordance 


with the foregoing. 


(3) Amortization: Accruals recorded for the billing 
month for amortization of (i) amounts amortizable under 
Accounts 504, 505 and 506 of the aforesaid system of accounts 
and (ii) all costs of Seller incurred in initiating Seller's 
pipeline project prior to commencement of operation (for 
example, cost of obtaining governmental authorizations, cost 
of negotiating contracts, interest on funds borrowed, taxes 
and administrative and general expenses) to the extent, if any, 
that such costs are not amortizable under one of the above 


accounts, 


(4) Taxes: Accruals recorded for the billing month 
with respect to income and other taxes associated with natural 
gas operations, adjustments of accruals for tax expenses 
included in previous bills and any taxes paid but not included 


in previous bills. 


(5) Return: Return at an annual rate of six and 


three-fourths percent (6-3/4) computed for each billing month 
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by the application of one-twelfth (1/12) of such annual rate to 
the net investment base determined as follows: 

As of the date of initial operation and as of 
each January 1 and July 1 thereafter, a net investment base 
Shall be calculated from the sum of the items listed below, 
provided, however, that whenever a substantial addition or 
retirement of property occurs, Seller shall recompute the 
rate base in accordance with this paragraph, effective the 
first day of the month following the date of commercial 
operation of such addition or the effective date of such 
retirement of property: 

(i) The actual legitimate original investment 
in gas plant in service, gas plant held for future use, and 
facilities in process of construction but actually being 
used in gas operations, less the balance in depreciation and 
amortization reserves and contributions in aid of construction, 

(ii) Working capital allowance represented by 
the sum of (a) the average of the monthly balances of prepay- 
ments, necessary materials and supplies for operating purposes, 
(o) cash working capital equivalent to one-eighth(1/8) of 
cash operating expenses (exclusive of gas purchased) for the 
preceding twelve (12) month period less fifty percent (50%) 
of the annual amount included in the cost of service for 
income taxes for the preceding twelve (12) months before the 
date of computation of the rate base hereunder, and (c) 


the unamortized balance of amounts being amortized under 
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subparagraph (3) above, if any, which are not included under 
division (1) of this subparagraph (5); provided that during 
the first twelve (12) months of service by Seller the cash 


working capital shall be estimated as $800,000, 


(6) Credits: Credit amounts for revenues received 


by Seller from gas sales to other purchasers, 


3.2 Adjustment for Accrued and Deferred Items: 
Income and expense accounts for each month shall reflect 
accrued and deferred items. Accruals shall be adjusted to 
reflect the difference between accruals and actual amounts 


when conclusive determinations and settlements are made. 


4, Minimum Bill: None 
5. Heat Content: Refer to paragraph 2.1(a) of the 


General Terms and Conditions, 
by Measurement Base: Refer to paragraph 1.5 of the 
General Terms and Conditions. 
hes General Terms and Conditions: All of the General 


Terms and Conditions are applicable to this rate schedule, 
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1. DEFINITIONS 

1.1 The word "day" shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock a.m. 
Mountain Standard Time. 

1.2 The word "month" shall mean a period beginning at 8:00 
o'clock a.m. on the first day of a calendar month and ending at 
8:00 o'clock a.m. on the first day of the next succeeding calendar 
month. 

1.3 The term "contract year" shall mean a period of twelve (12) 
consecutive months beginning with the month of July, the first 
contract year under an executed Service Agreement to begin with 
the month of July next following the date gas is first delivered 
thereunder. 

1.4. The word "gas" shall mean natural gas. 

Ly 5eiite verm /oubie-Toov ‘ot'*eas shallmeéan that quantity of 
gas which, at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure of 14.73 pounds per square inch absolute, occupies 
one (1) cubic foot: 

1.6 The term "Mcf" shall mean one thousand (1,000) cubic feet 
of gas and shall be measured as set forth in paragraph 4 hereof. 

week vem blo shall mean British Thermal Unit. 

1.8 The term "gross heating value" shall mean the number of 
BIU's in‘a cubic’ foot of gas saturated with water vapor. 


1.9 The term "psig" shall mean pounds per square inch gauge. 


2. QUALITY OF GAS 


e.l Quality Standards: The gas which Seller delivers hereunder 


'@ "eget 
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to Buyer shall be merchantable gas, at all times complying with 
the following quality requirements: 

(a) Heating Value: The gas delivered hereunder shall 
have a gross heating value of not less than nine hundred and 
seventy-five (975) BTUs per cubic foot, but, with the consent of 
Buyer, gas at a lower gross heating value may be delivered. 

(bo) Freedom from Objectionable Matter: The gas delivered 
hereunder: 

(1) Shall be commercially free from sand, dust, 
gums, crude oil, impurities and other objectionable substances 
which may be injurious to pipe lines or which may interfere with 
its transmission through pipe lines or its commercial utilization. 

(2) Shall not have a hydrocarbon dew-point in 
excess of fifteen degrees (15°) Fahrenheit at pressures up to 
eight hundred (800) pounds per square inch gauge. 

(3) Shall not contain more than one (1) grain of 
hydrogen sulphide per one hundred (100) cubic feet. 

(4) Shall not contain more than ten (10) grains of 
total sulphur per one hundred (100) cubic feet. 

(5) Shall not contain more than two percent (2%) by 
volume of carbon dioxide. 

(6) Shall not contain more than four (4) pounds of 
water vapor per one million (1,000,000) cubic feet. 

(7) Shall not exceed one hundred and ten degrees 
(110°) Fahrenheit in temperature at the point of delivery. 

(8) Shall be as free of oxygen as it can be kept 


through the exercise of all reasonable precautions, and shall not 
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in any event contain more than four-tenths percent (0.4%) by 
volume oxygen. 
2.2 Quality Tests 

(a) At the point of delivery or at such other points 
as may be mutually agreed upon Buyer shall take gas samples for 
determining the gross heating value of gas received for transporta- 
tion hereunder. Such samples shall be tested by Buyer utilizing 
a Cutler-Hammer recording calorimeter, or the equivalent, operated 
and maintained in accordance with General Order No. 58B, "Standards 
of Calorimetry for Gaseous Fuels," approved December 28, 1955, 
DY) the Fublic Utilities Commission of the State of California; or 
any subsequent revision thereof acceptable to both parties. The 
gas samples to be tested shall be representative of the gas delivered 
hereunder at the time such samples are taken and may be either 
Spot samples or samples taken over a period of time. Samples 
Shall be taken at reasonable intervals by Buyer. The gross heating 
value determined by any test shall apply to the gas received 
from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, 
Wntil the next test. The gross heating value per cubic foot of 
gas shall be determined for any month by taking the arithmetical 
average of the daily heating values as determined in accordance 
with this paragraph 2.2(a). 

(bo) At the point of delivery or at such other points as 
may be mutually agreed upon Seller shall make tests to determine 
the total sulphur, hydrogen sulphide, mercaptan sulphur, carbon 


dioxide and oxygen content of the gas, by approved standard 
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methods in general use in the gas industry, and to determine the 
water vapor content of such gas by the use of a dew-point apparatus 
approved by both parties. Tests shall be made frequently enough 

to assure that the gas is conforming continuously to the quality 
requirements. Buyer shall have the right to require Seller to 

have remedied any deficiency of the gas in quality and, in the 

event such deficiency is not remedied, the right, in addition to all 
other remedies available to it by law, to-refuse to accept such 


deficient gas until such deficiency is remedied. 


3. MEASURING EQUIPMENT 

Svt iInetallation: At the point of delivery all gas volume 
measuring equipment, devices and materials shall be furnished, 
installed, maintained and operated by Buyer at its expense. Seller 
may install and operate check measuring equipment provided it does 
not interfere with the use of Buyer's equipment. | 

Peemereovine Meter Equipment: The accuracy of each party's 
measuring equipment shall be verified by test, using means and 
methods acceptable to the other party, at least once each month 
or at such other interval as may be mutually agreed upon, and at 
other times upon request of the other party. Notice of the 
time and nature of each test shall be given by the party conduc- 
bing the test to the other yarty sufficiently in advance to permit 
convenient arrangement for the presence of the representative of 
Paemouney parvy, Lf; “atter notice, the other party fails’ to have 
a representative present, the results of the test shall neverthe- 


jess be considered accurate until the next test. If any of the 
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measuring equipment is found to be registering inaccurately in 

any percentage, it shall be adjusted at once to read as accurately 
as possible. All tests of such measuring equipment shall be made 
at the expense of the party conducting the same, except that the 
other party shall bear the expense of tests made at its request 

if the inaccuracy is found to be two percent (2%) or less. 

3.35. Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount 
exceeding two percent (2%) at a reading corresponding to the 
average hourly rate of flow, the previous readings of such equip- 
ment shall be corrected to zero error for any period definitely 
known or agreed upon, or if not so known or agreed upon, for a 
period of sixteen (16) days or one-half (1/2) of the elapsed 
time since the last test, whichever is shorter. If the measur- 
Pieeeouipment 18 out of service, the volume of gas delivered 
Mime such period shall be determined: 

(a) By using the data recorded by any check measuring 
equipment accurately registering; or 

(b) If such check meaSuring equipment is not register- 
ing accurately but the percentage of error is ascertainable by a 
Palipraciaon test, by using the data recorded, corrected to zero 
error; or 

(c) If neither of the methods provided in (a) and (b) 
above can be used, by estimating the quantity delivered, by refer- 
ence to deliveries under Similar conditions during a period when 
the equipment was registering accurately. 


No correction shall be made in the recorded volumes of gas 
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delivered hereunder for inaccuracies in measuring equipment of 


two percent (2%) or less. 


4. MEASUREMENTS 

4.1 Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured 
(except for correction for deviation from Boyle's Law), in accord- 
ance with the methods prescribed in "Orifice Metering of Natural 
Gas," Gas Measurement Committee Report No. 3, of the American 
Gas Association, including the Appendix thereto, as published 
April 1955, or any subsequent revision thereof acceptable to both 
parties. 

4.2 Deviation from Boyle's Law: Correction shall be made for 
deviation of the gas from Boyle's Law at the pressure and tempera- 
ture at which the gas is metered. To determine the factors for 
Such correction a quantitative analysis of the gas shall be made 
at reasonable intervals with such apparatus as shall be agreed upon 
by both parties, and such factors shall be obtained from data 
contained in 'Supercompressibility Factors for Natural Gas," 
Volumes 1 through 6, inclusive, or in "Tables for the Determination. 
of Supercompressibility Factors for Natural Gas Containing Nitrogen 
and/or Carbon Dioxide," Volume 7, as published by the American 
Gas Association in 1955, or any subsequent revision thereof 
acceptable to both parties. 

4.3 Specific Gravity: Tests to determine the specific gravity 
of the gas being metered shall be made in accordance with the 
American Petroleum Institute's Recommended Practice 50A dated June 


1957, or any subsequent revision thereof acceptable to both parties. 


BL sust 


Yo Irematupe antavenen nk setostysoant xc olan 


| ny  ,eaer 10 (RS) ones ee 

» Hale. | Us -djden 

nial L -_ Snamaeaan ce 

solitito stom To 9i9 yd beresom od tres ries esg sat ‘mies em £4 Sat 7 
beiuesen ed {fsa somulov has bentadntam brs befisvent ata aT 
-frooos nt ,(wad a'sfyod mort motdsivebh 102 notsoersos Fo% gqeoxe) | 
Istutsau to acti9toM sort" rt bediio8e7g eborijem eit ddiw 90n8 
nsotiemA odt to .& .ou srogeh 9933 Lmmo tnemeivasoMmM 6a) \ .280 
bedetidug es .ojeiteds xtbneqqh eft gatbuLont ‘oLéntooena and 
dtod o2 sidsatqeoos tos1tend notaiver tneupsedve YAS TO .22er cheqa 
| _setinaq 

Tol Sis od [lade mnoldost100 <wsd e'elyol mor? notsstved s.4 - 

-srsqmeds bis exuasetq sdt te wal ea'slyod motl easy eit do noljstveb 
tol stotoBt ant ontmreteb oT .beistom ef asg ond dokdw +6 aod 
sbam od [isde 8s_ sit oO eley {ens evitisslinsup 6 noktoorx05" Howe! 
noay bse1gs ed Ilene @8 sudsiaqgs dove djiw elavrietnt aideeeeanel ‘te 
sisb movl bentsido sd Ifsde erosost dove bas ,eotsi1ag dtod vd 
",as) Latutsh 102 e1otost ett Ltdtasetqnooreque" nt bentavnos 


nots srtmes ited ert 10% estdeT” nt t0 eviaulort 4 dguorsit f inet il 


nvgord iM gotal sino asd farud8M 40% etotoad anc >> aa 


aa 8 


npotismA edt yd beetiduq es ,¥ emuloV * ,ebtxord rota 


tosteds noletvet tInsupsadue yrs 10 <eces nt Sa 
a 4 ; moh ye 4 os. oS 


tous Hh 
7 a Sine aud Bele oey tae Bae 
esivang oEitoedge ‘baa casi stu og etaoT gitvset) : 
whiweetvwrs Ta fd Lo Spe 


end dtiw gosabivcnn nt sbhem sd 


' Lae ae. it 
enut botab ACC eottosid be B's 
in yi-. abe_ey belagee 


cialdiag ities Gt abensenene/ 


Page 15 


The gas samples to be tested shall be representative of the gas 

Ae ee hereunder at the point of receipt or delivery at the time 
Such samples are taken and may be either spot samples or samples 
taken over a period of time. Samples shall be taken at reasonable 
intervals by the party conducting the tests, provided that addi- 
tional samples shall be taken when requested by the other party. 
The specific gravity determined by any test shall apply to the gas 
delivered hereunder from the date the Spot sample was taken or 
from the commencement date of a sample taken over a period of Time. 
as tne case may be, until the next test, 

4.4 Plowing Temperature: The flowing temperature of the gas 
being metered shall be determined by means of a recording thermo- 
meter of a type acceptable to both parties, installed and maintained 
in accordance with the specifications set forth in said Gas 
Measurement Committee Report No. 3. The arithmetical average of 
readings each day shall be deemed the gas temperature and used in 


computing the volumes of gas metered during such day. 


5. INSPECTION OF EQUIPMENT AND RECORDS 

Ket. Pransinvt tal Of Records to Sellér: Buyer shall send to 
pélier copies of all measuring and testing charts, data and 
information collected at each point of receipt as soon as practica- 
bie after daily collection thereof so that Seller can keep current 
information on the volumes, BTU content and quality of the gas 
delivered hereunder. 

5.2 Inspection of Equipment and Data: Each party shall have 


the right to inspect equipment installed or furnished by the other, 
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and the charts and other measurement or test data of the other, at 
all times during business hours; but the reading, calibration and 
adjustment of such equipment and changing of charts shall be done 
only by the ea installing or furnishing same. Unless the 
parties otherwise agree, each party shall preserve all original 
test data, charts and other similar records in such party's posses- 
sion, for a period of at least six (6) years. 

5.3 Information for Billing: When information necessary for 
billing by Seller is in the control of Buyer, Buyer shall furnish 
such information for the billing month to Seller on or before 
the third (3rd) working day of the month following the billing 
month. 

5.4 Verification of Computations: Each party shall have the 
right to examine at reasonable times the books, records and charts 
of the other to the extent necessary to verify the accuracy of 
any statement, charge or computation made pursuant to these General 


Terms and Conditions, 


6. BILLING AND PAYMENT 

6.1 Billing: On or before the sixth (6th) working day of 
each month, Seller shall render to Buyer both (a) a preliminary 
bill for service rendered during the previous month (herein called 
the billing month) and (b) an adjusted bill for the actual cost 
of service rendered during the month preceding the billing month. 
The preliminary bill shall be composed of (a) the amount 
recorded by Seller in Account 745, Purchased Gas, for the billing 


month and (b) the amount of all other costs under paragraph Senos 
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of Rate Schedule included in the adjusted bill for the 
month preceding the billing month. 

6.2 Payment: On or before the seventeenth (17th) day of each 
month Buyer shall pay Seller in lawful money of the United States 
at Seller's office, San Francisco, California, the amount of the 
preliminary bill rendered by Seller for the billing month in 
accordance with this paragraph 6, adjusted by Buyer to account 
for the difference between the preliminary and adjusted bills 
for the month preceding the billing month. 

6.3 Interest on Unpaid Amounts: Should Buyer fail to pay 
the amount of any bill rendered by Seller as herein provided when 
Such amount is due, interest thereon shall accrue at the rave of 
six percent (6%) per annum from the due date until the date of 
payment. 

6.4 Remedies for Failure to Pay: If such failure to pay 
continues for sixty (60) days after payment is due, Seller in 
addition to any other remedy it may have, may Suspend further 
delivery of gas until such amount is paid unless Buyer in good 
faith disputes the amount owing and pays Such amount as it concedes 
to be correct. Either party may submit to arbitration in accord- 
ance with paragraph 11 any dispute as to the amount due Seller 
hereunder. 

6.5 Late Billing: If presentation of a bill by Seller is 
delayed after the due date provided in paragraph 6.1, then the 
time for paymett shall be extended correspondingly unless Buyer 
is responsible for such delay. 


6.6 Correction of Billing Errors: In the event an error is 
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discovered in the amount billed in any statement rendered by Seller, 
the amount of such error shall be adjusted, provided that claim 
therefor shall have been made within twelve (12) months from the 
date of such statement. The adjustment shall be made within thirty 


(30) days of such timely claim. 


7. FORCE MAJEURE 

ieee telther party shallietall’ to perform any obligation 
imposed upon it by these General Terms and Conditions or by an 
executed Service Agreement, and such failure shall be caused, or 
materially contributed to, by any acts of God, strikes, lockouts, 
or other industrial disturbances, acts of public enemies, 
Sabotage, wars, blockades, insurrections, riots, epidemics, land- 
slides, lightning, earthquakes, floods, storms, fires, washouts, 
arrests, restraints of rulers and peoples, civil disturbances, 
exp loOs10ne, breakage of or accident to machinery or lines of pipe, 
Bnydcare obstructions of lines of pipe, inability to obtain pipe, 
Materials or equipment including those necessary for The Project, 
any leeislative, administrative or judicial action which has been 
resisted in good faith by all reasonable legal means, any act or 
omission whether of the kind herein enumerated or otherwise not 
within the control of the party invoking this paragraph and which 
by the exercise of due diligence such party could not have prevented, 
Or siall be occasioned by the necessity for making repairs to or 
HeconGiuloning machinery, equipment, or pipelines, not resulting 
Poomeuie 1.eaulG Or negligence of such party, such failure shall be 


Deemeumou vo bE a breach of the obligation of such party, but 
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Such party shall use reasonable diligence to put itself in a 
position to carry out its obligations. Nothing contained herein 
Shall be construed to require either party to settle a strike 

or lockout by acceding against its judgment to the demands of. the 
opposing parties. 

~{.2@ No such cauSe affecting the performance of either party 
Shall continue to relieve such party from its’ obligation after the 
expiration of a reasonable period of time within which by the use 
of due diligence such party could have remedied the situation 
preventing its performance, nor shall any Such cause relieve either 
party from its obligation to make payment of amounts due and owing 
hereunder verore’ the occurrence of* such cause, nor-shallvany? such 
Cause solLevereivher party-rrom’anyoblieetvior unless such! parry 
Baa Pave NoLiee “unereol@in writing to the other parvy’ with 
reasonable promptness; and like notice shall be given upon termina- 
Pao OLuesvel cause.  No- such’ cause shall’ relleve Buyer from”-its 
Obligation to pay the cost of service charge in accordance with 
paragraph 3 of‘Rate Schedule » except as provided in paragraph 
Tee ana? 7 A". 

7:3 Whenever any Such cause results in an impairment of the 
transmission capacity of Seller's facilities to the extent that 
there is a reduction in the daily volumes of gas that otherwise 
would have been delivered by Seller to Buyer then the monthly 
GOst,of, Service charge payable by Buyer under paragraph 3 of Rate 
Schedule ___—s Shall be diminished by an amount equal to the monthly 
charge which otherwise would have been payable under said paragraph 3 


(exclusive of Seller's costs includible in Account 745, Purchased 


Or eget 
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Gas) multiplied by the fraction whose numerator is that quantity 
of gas incapable of delivery during the billing month because of 
Such cause and whose denominator is the total quantity of gas, 
determined at the end of the billing month, which otherwise would 
have been delivered during that month if no such cause had interfered. 
7.4. If any of The Project's then existing governmental author- 
izations to purchase, transport, export or import gas is nddtetedy 
Whether by legislative, administrative or judicial action, in any 
way that results in diminishing the quantity of gas, determined at 
the end of the billing month, which otherwise would have been 
delivered hereunder through the facilities of Seller during that 
month, then the monthly cost of service charge payable by Buyer 
under paragraph 3 of Rate Schedule _ shall be diminished by an amount 
equal to the monthly charge which otherwise would have been payable 
under said paragraph 3 (exclusive of Seller's costs includible in 
Account 745, Purchased Gas) multiplied by the fraction whose 
numerator is that quantity of gas incapable of delivery during the 
billing month because of such modification and whose denominator 
is the total quantity of gas which otherwise would have been delivered 
during that month if no such modification had occurred, provided, 
however, that such modification was resisted in good faith by all 


reasonable legal means. 


8. WARRANTY AND PASSAGE OF TITLE 

Seller warrants the title of all gas delivered and the right 
to deliver the same and that such gas will be free from all liens 
and adverse claims. Title to gas sold shall pass from Seller to 


Buyer at the point of delivery. 
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9. POSSESSION OF GAS AND RESPONSIBILITY 

As between Seller and Buyer, Buyer shall be deemed to be in 
control and possession of, and responsible for, all gas delivered 
from the time that such gas is received by it at the point of 


delivery. 


LO. GLABILITY OP PARTIES 

Seller and Buyer each assume full responsibility and liability 
for the maintenance and operation of its respective properties and 
Shall indemnify and save harmless the other party from all itability 
emadvexpense On eaccount of any and 41] damages, claims or actions, 
including injury to and death of persons, anisinge [Tom anyoacce or 
accident in connection with the installation, presence, maintenance 
and operation of the property (other than gas) and equipment of 
the indemnifying party, or in connection with the presence of gas 


in the control and possession of the indemnifying party. 


ll. ARBITRATION 

Any arbitration provided for or agreed to by Buyer and Seller 
Shall be conducted in accordance with the following procedures 
Sicaprinci ples: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an 
arbitrator and the two arbitrators so appointed shall promptly 
CUnereatver appoint a third. If either party shall. fail to appoint 


an arbitrator within ten (10) days from the date of such demand, 


then the arbitrator shall be appointed by a Superior Court of 


the State of California in accordance with the California Code 
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of Civil Procedure. If the two arbitrators shall fail within ten (10) 
days from their appointment to agree upon and appoint the third arbi- 
trator, then upon the application of either party, such third 
arbitrator shall be appointed by a Superior Court of the State of 


California in accordance with the California Code of Civil Procedure, 


The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a 
majority of them, shall be made within forty-five (45) days after 
the appointment of the third arbitrator, subject to any reasonable 
delay due to unforeseen circumstances. 

The award of the arbitrators shall be drawn up in writing and 
Signed by the arbitrators, or a majority of them, and shall be 
final and binding on the parties, and the parties shall abide by 
the award and perform the terms and conditions thereof. Unless 
otherwise determined by the arbitrators the fees and expenses of 
the arbitrator named for each party shall be paid by that party and 
the fees and expenses of the third arbitrator shall be paid in 


equal proportion by both parties. 


12. MISCELLANEOUS PROVISIONS 

12.1 Waiver of Default: No waiver by either party of any 
default by the other in the performance of any provisions of this 
FPC Gas Tariff shall operate as a waiver of any continuing or 
future default, whether of a like or different character, 

12.2 Assignability: A Service Agreement shall bind and inure 
to the respective successors and assigns of the parties thereto, 
but no assignment shall release either party from such party's 


obligations without the written consent of the other party, which 
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consent shall not be unreasonably withheld. Nothing contained 
herein shall prevent either party from pledging or mortgaging its 
rights as security for its indebtedness. | 

1e.3 Effect of Headings: The headings used throughout these 
General Terms and Conditions and in executed Service Agreements 
are inserted for reference purposes only and are not to be considered 
or taken into account in construing the terms and provisions of any 
paragraph nor to be deemed in any way to qualify, modify or explain 


the effects of any such provisiorsor terms. 


13. SERVICE AGREEMENT 

13.1 Form: Buyer shall enter into a contract with Seller 
under Seller's standard form of Service Agreement. 

13.2 Term: The term of the Service Agreement shall be agreed 


upon between Buyer and Seller at the time of the execution thereof, 
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FORM OF SERVICE AGREEMENT 


THIS AGREEMENT made this __ day of ’ 
19 ; 


BETWEEN : 


PACIFIC GAS TRANSMISSION COMPANY, a corporation 
existing under the laws of California, having its 
principal office in the City of San Francisco, 
California, (hereinafter referred to as Seller) 


OF THE FIRST PART 


and 
PACIFIC GAS AND ELECTRIC COMPANY, a corporation 
existing under the laws of California, having its 


Drlicipalsoli ice in the City of San Francisco, 
California, (hereinafter referred to as Buyer) 


OF THE SECOND PART 
cir a La ee ln pl ha ll a fee ee 


WHEREAS The Project is a natural gas pipeline project whose 
principal purpose is the transportation of natural gas from Canada to 
the existing integrated transmission and distribution system of Buyer 
in northern California; and 

WHEREAS the participants in The Project are (1) Alberta and 
Southern Gas Co. Ltd., an Alberta corporation which has contracts and 
will obtain additional contracts for the purchase of natural gas from 
certain fields in Alberta and proposes to export the principal amount 


of such gas to California by means of The Project; (2) Alberta Gas 
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Trunkline Company Limited, an Alberta corporation proposing to trans- 
port gas for The Project in Alberta; (3) S & M Pipeline Limited, a 
Canadian corporation proposing to transport gas for The Project from 
Alberta across British Columbia to the International Boundary; (4) 
Seller and (5) Buyer; and 

WHEREAS Seller proposes to purchase the gas from Alberta 
and Southern Gas Co. Ltd. at the International Boundary and to trans- 
port the gas acrossIdaho, Washington and Oregon to California for sale 
eno delivery to Buyer; and 

WHEREAS, Buyer proposes to purchase and receive the gas at 
the Oregon-California boundary; 


NOW THEREFORE the parties agree as follows: 


1. BASIC OBLIGATIONS AND CONDITIONS 

fe Before The Project can be constructed and operated, all 
permits, certificates and other authorizations required under appli- 
cable laws and regulations must be obtained. Both parties agree that 
they will proceed with diligence to procure such authorizations as 
may be necessary for performing their obligations hereunder and for 
Tiere’ participation in The Project,” including “such “authorizations vas 
may be required for any subsequent expansion of The Project, 

ee Each party agrees that upon the obtaining of all such 
necessary authorizations by all participants in The Project, it will 
proceed with diligence to construct, maintain and operate, in accord- 
ance with best pipeline practice, a gas transmission system capable 
of delivering or receiving, as the case may be, all gas to be 


delivered in accordance with paragraph 4. 
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1.3 Seller agrees to sell and deliver, and Buyer agrees to 
purchase and receive, daily volumes of gas in accordance with para- 
graph 2, 

1.4. Buyer agrees to pay Seller in accordance with the 
monthly cost of service basis referred to in paragraph 3 for the gas 


sold and delivered hereunder, 


2. QUANTITY OF GAS 

2.1 The Daily Contract Quantity is 403 MMcf per day or such 
higher amount as may from time to time be agreed upon ty the parties, 

2.2 Seller shall deliver each day to Buyer the volumes of 
gas requested by Buyer, not to exceed the Daily Contract Quantity in 
any one day unless Seller consents to deliver the requested excess 
quantity. Buyer shall take during each contract year, if available 
hereunder, a minimum average daily volume equal to ninety percent 
(90%) of the Daily Contract Quantity; provided, however, that Buyer 
shall take, if available hereunder, not less than a minimum average 
daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy-five 
percent (75%) of the Daily Contract Quantity on each and every day. 

2.3 Seller and Buyer shall notify each other from time to 
time, as necessary, of expected changes in the rates of delivery or 
receipt of gas, or in the pressures or other operating conditions, 
and the reason for such expected changes, to the end that the other 


party may be prepared to meet them when they occur, 
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3. RATE SCHEDULE 

All gas delivered hereunder shall be paid for under Rate 
Schedule sof Seller on file With the Federal Power Commission or any 
effective superseding rate schedule. It is agreed that Seller shall 
have the right to make and to file with the Federal Power Commission 
in accordance with Section 4 of the Natural Gas Act, changes in said 
rate and new rates or rate schedules; provided, however, Buyer shall 
have the right to protest any .such changes in rate and new rates or 
rate schedules before said Commission, and to exercise any other 
rights it may have with respect thereto under the Natural Gas Act, as 
amended, or as it may be amended, including Section Deol “such hare 
This Agreement in all respects shall be subject to the applicable pro- 
visions of such Rate Schedule and of the General Terms and Conditions 
attached thereto filed with the Federal Power Commission, all of which 


are by the reference made a part hereof’, 


4, POINT OF DELIVERY 
The point of delivery for gas to be sold hereunder shall be 
at the junction of the pipelines of Seller and Buyer located at the 


Oregon-California boundary. 


Da SOL ULVERY PRESSURE 

Seller agrees to deliver the gas to Buyer at such pressure 
as the latter may require from time to time up to the maximum of 
either six hundred fifty (650) pounds psig or the maximum pressure 
that can be made available at the principal point of delivery with 


the then existing facilities, whichever is higher. 
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6, TERM OF AGREEMENT 
This Agreement shall be effective from the date hereof and 
shall continue for as long as The Project is able to Operate in such 


manner as to accomplish its principal purpose. 


7. ADDRESS OF PARTIES 
Every request, notice, statement and bill provided for in 
this Agreement shall be in writing and each of them and every payment 
provided for herein shall be directed to the party to whom given, 
made or delivered at such party's address as follows: 
Pacific Gas Transmission Company 
245 Market Street 
San Francisco, California 
Pacific Gas and Electric Company 
O45 Market Street 
San Francisco, California 
Either party may change its address by giving written 
notice to the other party. Any notice hereunder shall be deemed to 


have been given forty-eight (48) hours after such notice has been 


deposited in a Post Office with requisite postage thereon, 


IN WITNESS WHEREOF this Agreement has been properly 
executed by the parties hereto with the corporate seal of each having 
been properly affixed and attested as of the day and year first 


above written. 
PACIFIC GAS TRANSMISSION COMPANY 
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